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THE MONEY MARKET

CHAPTER I

THE BEGINNING OF BANKING
IN ENGLAND

THE present position of the Money Market in

this country so enters into the life of the

people as a thing that w, that few trouble themselves

to inquire how our monetary system came to be

what it is, how it was founded, grew, and developed

into its present state. Whether people are aware of

it or not, the stability and condition of the Money
Market of a country influences the lives of all rich

and poor alike and the material well-being of all is

largely dependent upon it. Before proceeding to any

examination of the methods in which present-day

business in the London Money Market is conducted,

we will look back into the past, and trace the rise of

our financial system from its early beginnings.
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>i Trade is, of course, the foundation of, and reason

for, the need of money ;
and trade commenced with

the first division of labour. With the earliest men

one was more fitted for one thing and one for

another
;
one was a hunter and one a husbandman.

When the hunter handed over to the husbandman so

many skins for so much corn, trade was established
;

but this trade was, of course, only a system of barter.

As men grew more civilised and trade developed, the

inconveniences of this system became apparent and

pressing, and gradually more suitable modes of

settling transactions were evolved
; although in

certain remote and uncivilised parts of the world

trading by barter exists to the present day. As a

reminder of bygone times there is, in the Royal

Exchange, a picture of the Phoenicians trading with

the men of Cornwall fine cloth for tin and skins.

We know that the early inhabitants of this

country had coinage of a kind, but the earliest

record of any definite business in monetary trans-

actions was in the reign of William the Conqueror,

who first introduced Jewish traders to this country.

From that time on, for hundreds of years, the Jews

were more or less intimately connected with our

finances
;
but they led a very chequered career in

England, being frequently treated with great cruelty
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and barbarity. They were required for the help

which could be obtained from them, but hated by

the people for their usurious practices. The exactions

which the kings and nobles of the time put upon

them were largely conducive to these practices, how-

ever, as unless the Jews could make large profits out

of the people they would not have been able to meet

these exactions.

The financial importance of the Jews appears to

have declined in this country towards the end of

the thirteenth century ;
but about the same time their

place was taken by the Lombards, the early Italian

merchants, who came over and settled here in the

street which still bears their name. These Lombards

were men of some attainment, being skilled in arts

and trade, and they possessed the only knowledge of

banking then in existence. They combined the art of

the goldsmith with the business of the banker, and

gradually obtained a firm and sound footing in the

country.

The reign of Elizabeth was notable, among many
other things, for a great and important increase in

the trade and commerce of the country. Many causes

contributed to this, among others being the capture

of Antwerp by the Duke of Parma, when it is said

a third of the merchants of that flourishing: city found
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a refuge on the banks of the Thames. The newly

awakened national energies found fresh outlets and

markets, and London gradually became the general

mart of Europe and of the then known world. That

the knowledge of banking and the foreign exchanges

had by this time considerably developed we can

gather from many sources; but the knowledge and

wisdom exhibited by Sir Thomas Gresham during

the reigns of Edward VI., Mary, and Elizabeth is

remarkable, and his influence had a far-reaching

effect on the public and private finances of the time.

In spite of this increase of the knowledge of

monetary matters, however, no settled banking busi-

ness developed for some time. As our merchants

gradually accumulated riches they fell into the

custom of sending their surplus funds to the Tower

of London for safe custody, This custom was

brought to an abrupt end in 1640 by Charles I.

taking possession of 200,000 which had thus been

lodged at the Tower
;
but this sum was shortly after

repaid. For a time the merchants kept their moneys

in their own possession, but owing to the unsettled

condition of affairs ruling through the whole period

of the civil war, they adopted a system of depositing

their cash with the goldsmiths, who were by this

time a wealthy and responsible body.
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In addition to the presumed safety of funds so

deposited, the goldsmiths offered an extra inducement

for further funds to be placed in their hands by

allowing interest on such moneys. With this addi-

tional borrowed cash at their disposal, the goldsmiths

commenced the business of discounting bills and

lending money ;
and they also lent money to the

king on the security of the taxes. The receipts they

issued for the money lodged with them circulated

from hand to hand, and were known as Goldsmiths'

Notes, and these may be considered the first kind

of notes issued in England. Scott, in the Fortunes

of Nigel, makes Heriot to say,
"

I am a goldsmith,

and live by lending money as well as by selling

plate."

In 1672, however, this gradually developing bank-

ing business received a rude shock. As we have

already seen, the goldsmiths, or bankers, of the time

lent their money to the king ;
that is, they deposited

their moneys with the Treasury on the security of

the revenue, from which they were afterwards re-

imbursed, obtaining a good rate of interest on their

money in the meanwhile. A king or a government,

however, can no more live beyond their income with-

out getting into difficulties, than can an individual.

The necessities and extravagances of Charles II.
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led him to a memorable step when, in the year 1672,

he suddenly ordered the Exchequer to be closed,

and refused to pay out any of the sums deposited.

The amount thus annexed was about 1,300,000, and

this drastic measure had the effect of bringing ruin

on nearly half of the goldsmiths, and consequently

on their clients who had money deposited with them.

The injustice of this seizure raised such universal

protest that the king agreed to pay interest at the

rate of 6 per cent, per annum on the principal sum

out of the hereditary excise. This interest was paid

until the last year of his reign, and subsequently

an arrangement was made by which about one-half

the sum owing was allotted to the claimants in the

form of stock. This was the real commencement

of our National Debt in its present form.



CHAPTER II

FOUNDATION AND GROWTH OF THE
BANK OF ENGLAND

IN
tracing the history of our financial system we

now come to the important event of the establish-

ment of the Bank of England.

About the year 1691 the Government of William

and Mary experienced considerable difficulty in

raising the necessary funds to prosecute the war

with France
;
but " the hour brings the man." The

man on this occasion was William Paterson, a

merchant of Scotland, who had been educated for

the Church, but had led a varied and adventurous life.

The scheme he presented for the consideration of

the Government for the relief of the situation was

the foundation of a public joint-stock bank
; which,

in return for certain powers and privileges to be con-

ferred, should advance money to the Government.

His scheme, though well received in official circles,

produced very great opposition from many classes

7
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of the public, who thought they would be prejudiced

by such an institution.

The goldsmiths thought they saw in it the de-

struction of their business, the money-lenders a

reduction in the rates of interest obtainable, certain

merchants a reduction of their profits on Govern-

ment contracts, while the political opponents of the

Government and the king saw that the scheme, if

efficiently carried out, would naturally strengthen

the former and give the latter a firmer position than

he occupied at that time
;
and all these interested

parties with one accord joined forces and condemned

the scheme.

But in spite of all opposition the Bill establishing

the Bank of England was successfully carried through

Parliament, and obtained the royal assent on the

2 5th April, 1694.

The basis of the Bill was that 1,200,000 should

be voluntarily subscribed by the public, and that the

subscribers should be incorporated into a body, to be

known as " The Governor and Company of the Bank

of England."

The whole of the sum forming the capital of the

Bank was to be lent to the Government, for which

the Bank was to receive interest at the rate of 8

per cent, per annum, together with an allowance of
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4,000 per annum for management and expenses ;

making in all 100,000 per annum. It was also

provided that the sum of 300,000 was to be raised

by public subscription, for which the contributors

were to receive certain terminable annuities.

By its first Charter, which was for ten years only,

the Bank of England was not allowed to borrow or

owe more than the amount of its capital ;
which

meant that it could issue notes to the extent of its

capital and no more. If this amount were exceeded

the members were liable for such excess, in their

private capacities, in proportion to their holding of

stock.

The capital of the Bank was subscribed in a few

days, and when duly paid up, the agreed sum of

1,200,000 was handed in to the Exchequer.

Such in brief was the foundation of the Bank of

England, and though its establishment quickly had

a beneficial effect on the community at large, in

curtailing the ruling rates of interest, yet its early

years were marked by great trouble and many
vicissitudes. Certain persons who had opposed its

establishment from personal motives saw some of

their worst fears being realised in the reduction of

their profits, and they were not slow to take advan-

tage of every opportunity which presented itself to
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throw obstacles in the path of their young though

powerful rival, and to unite in efforts to thwart its

progress.

With a Government always wanting more financial

help, in season and out of season, with debased

currency, and with enemies on every side, the position

of the directors of the Bank was no enviable one;

and it was only by great energy, united effort, and

perseverance that they were able to keep their heads

above water, and struggle on until at last they found

themselves on safer and firmer ground.

The Charter originally granted to the Bank was

for ten years only, as we have already seen
;
but this

Charter has from time to time been renewed, and

also varied sometimes in favour of the Bank and

sometimes curtailing its privileges. The monopoly

of joint-stock banking was not granted to the Bank

by its first Charter, but this monopoly was practically

conferred on it in 1708. The Act passed in that

year provides :

" That during the continuance of the said corpora-

tion of the Governor and Company of the Bank of

England, it shall not be lawful for any body politic

or corporate whatsoever, created or to be created

(other than the said Governor and Company of the

Bank of England), or for any other persons whatso-
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ever, united or to be united in covenants or partner-

ship, exceeding the number of six persons, in that part

of Great Britain called England, to borrow, owe, or

take up any sum or sums of money on their bills or

notes, payable at demand, or at a less time than six

months from the borrowing thereof."

In spite of its many embarrassments, the following

extract from the London Magazine of 1737 shows

how well the Bank of England had come to be

thought of by that time :

"There certainly never was a body of men that

contributed more to the public safety than the Bank

of England. This flourishing and opulent company

have, upon every emergency, always cheerfully and

readily supplied the necessities of the nation, so that

there never have been any difficulties any em-

barrassments any delays in raising the money
which has been granted by Parliament for the service

of the public ;
and it may very truly be said that

they have, in very many important conjunctures,

relieved the nation out of the greatest difficulties, if

not absolutely saved it from ruin."

We pass on now to the end of the eighteenth

century, when the country was plunged in the throes

of war and financial difficulty. Up to this time the

Bank, since its foundation, had succeeded in meeting
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its notes when presented ;
but in the year 1796 a

steady drain on the reserve of the Bank commenced,

owing to the fear of invasion. This drain began to

assume a very serious aspect in the early part of

1797, and it appeared probable that the Bank would

be subjected to the danger and humiliation of a

temporary stoppage. The directors, fully aware of

this danger ahead of them, laid the position before

the Government, and left the solution of the difficulty

in its hands. After due consideration, an Order in

Council was issued on the 26th February, 1797,

requiring the Bank not to pay its notes in gold. On

the following day this Order was made public, and

the Bank issued the following notice :

"BANK OF ENGLAND, February 27^, 1797.

"In consequence of an order of His Majesty's

Privy Council, notified to the Bank last night, a copy
of which is hereunto annexed, the governor, deputy-

governor, and directors of the Bank of England think

it their duty to inform the proprietors of the bank

stock, as well as the public at large, that the general

concerns of the Bank are in the most affluent and

prosperous situation, and such as to preclude every

doubt as to the security of its notes. The directors

mean to continue their usual discounts for the accom-

modation of the commercial interest, paying the
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amount in bank-notes, and the dividend warrants will

be paid in the same manner."

This suspension of cash payments was a very

drastic measure to take
;
but the public, recognising

the difficulties of the situation, and appreciating the

means which were being taken for the general safety,

at once fell in with the spirit of the Order, and a

meeting of merchants and bankers was held and

passed the following resolution, which received very

general support :

"That we, the undersigned, being highly sensible

how necessary the preservation of public credit is at

this time, do most readily declare that we will not

refuse to receive bank-notes in payment of any sum

of money to be paid to us, and we will use our

utmost endeavours to make all our payments in the

same manner."

An Act was passed in the following May, confirm-

ing the action of the Privy Council, but authorising

the Bank to pay out sums under twenty shillings in

cash, and also allowing certain bankers to have a

stated amount of cash. This Act restricted the pay-

ment of cash for a period of fifty-two days only, but

before it expired a further Act was passed extending

the period of restriction, and subsequently other Acts
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were passed greatly prolonging the period ;
and it

was not until 1823 that the restriction was entirely

withdrawn, although as a matter of fact the Bank

really resumed paying in cash on demand on

May 1st, 1821, deeming it then safe to do so.

Although a period of safety and prosperity then

appeared to have dawned, the Bank was not quite

clear of its troubles. The very prosperity of the

times led imperceptibly to another period of distress

and danger, culminating in the panic of 1825.

The year 1824 was notable for a very great in-

crease in the number of joint-stock companies which

were promoted or suggested, and also of loans to

foreign countries
;
and a period of intense excitement

and speculation ensued. This was followed by the

inevitable crisis, which developed into a panic at the

end of 1825, when a large number of London and

country bankers had to stop payment. The reserve

of the Bank was reduced to a merely nominal figure,

and the Bank authorities themselves suggested that

they should again be "restricted" as to payments;

but the suggestion was firmly resisted by the Govern-

ment. Fortunately, at the lucky moment, an old

box which had been stored away was remembered.

It contained a large quantity of 1 notes, and these

the Bank at once commenced to issue. This issue
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had very quick and beneficial results. The notes

were readily received by the public in exchange for

the notes of private bankers, the demand for bullion

ceased
;
and Mr. Harman, giving his evidence before

a parliamentary committee inquiring into the causes

of the panic, stated it was his opinion that this issue

of small notes " saved the credit of the country."

In 1826 the Bank of England, by arrangement

with the Government, agreed to establish branches

in various parts of the country, and gave up their

monopoly of joint-stock banking, except within a

radius of sixty-five miles of London.

The year 1833, however, saw a further restriction

in the powers of the Bank, when, after protracted

negotiations, and in return for a further renewal of its

Charter, the Bank surrendered its monopoly of joint-

stock banking entirely, provided that no bank having

more than six partners might issue notes within the

sixty-five-mile limit of London.

It is a curious point that the Charter of the Bank

never did restrict joint-stock banking in its present

accepted form, but only the issue of notes by joint-

stock bankers or banks having more than six part-

ners. Up to this time the issue of notes by a bank

had been thought to be its main business
;
so much

so, that it was believed to be useless to attempt to
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conduct a bank without power of issue, and conse-

quently no joint-stock bank had been founded. But

about this time the need of such institutions began

to be felt, and the presumed monopoly of the Bank

of England was called in question largely by Mr.

Gilbart, the founder of the London and Westminster

Bank. The Bank tried to assert their monopoly, but

without success, and in order to settle the matter

effectually, the following clause was inserted in the Act

passed in 1833 dealing with the Bank Charter:

"Be it therefore declared and enacted, that any

body politic or corporate, or society, or company, or

partnership, although consisting of more than six

persons, may carry on the trade or business of bank-

ing in London, or within sixty-five miles thereof,

provided that such body politic or corporate, or

society, or company, or partnership, do not borrow,

owe, or take up in England, any sum or sums of

money on their bills or notes payable on demand, or

at any less time than six months from the borrowing

thereof, during the continuance of the privileges

granted by this Act to the said Governor and Com-

pany of the Bank of England."

It may be noted that this Act of 1833 constituted

Bank of England notes a legal tender, except by the

Bank itself or its branches.
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When the Bank of England first commenced

business in 1694, it was located in the Hall of the

Grocers' Company, in which building it continued to

conduct its operations until the year 1732. A slight

dispute then arising with the Grocers' Company as

to a renewal of the lease of their hall, it was decided

by the authorities of the Bank to acquire a building

of their own. Accordingly premises were obtained

in Threadneedle Street upon a portion of the present

site, and Lawson in his History of the Bank of Eng-

land gives the following details as to the same :

"The original extent of the Bank comprehends
the site of the house and garden belonging to Sir J.

Houblon, one of the first directors. It was a com-

paratively small building, invisible from the street,

and surrounded by other buildings, one being the

church of St. Christopher le Stocks, and the others

consisting of five inns and twenty private houses.

As the business and importance of the Bank grew,

the surrounding premises were acquired from time to

time and demolished, and the present building was

gradually erected. Although the church of St.

Christopher shared a similar fate with the surround-

ing buildings, the churchyard was preserved, and

now forms what is known as the ' Garden
'

of the

Bank."

Lawson states that one of the clerks of the Bank,
c
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of the name of Jenkins, was buried in this con-

secrated ground. The cause of this interment in

such a place arose out of a fear, as expressed by his

relatives, that in consequence of his singular height

(he was about seven feet tall), his body would be

exhumed by body-snatchers if buried elsewhere.

The sequel to this episode is within the writer's

personal knowledge. Having to pay a visit to a

dentist some few years ago, he was shown, as a curi-

osity, an enormous human lower jaw-bone with a full

set of perfect teeth. Judging from its size, the

dentist said that it had evidently belonged to a

giant, and he added that it had been given to him

by a friend who was a builder and contractor, and

that the jaw-bone had been found by one of this

friend's workmen while carrying out some alterations

and excavations at the Bank of England !

Alas, poor Jenkins ! to be buried in the
" Garden

"

of the Bank of England as a sure place of refuge

against body-snatchers, and in the end to have his

jaw-bone exhibited as a curio in a dentist's surgery.

Having shortly sketched the history of the Bank

of England from its inception to the time when it

was to be opposed by strong competitive establish-

ments, we now will briefly examine the development

of private banking up to this period.



CHAPTER III

THE EARLY PRIVATE BANKERS

WE have already seen that elementary banking

operations in the country were carried on by

the Jews, who in course of time were succeeded by

the Lombards, and that then the business, such as

it was, drifted into the hands of the goldsmiths.

During the more settled years of the Commonwealth

the need of banking accommodation was keenly felt

by merchants and traders to enable them to carry on

their business, and as demand creates supply, the

goldsmith bankers increased in number and in

wealth.

There was, indeed, at this time a demand made by

certain persons for the establishment of joint-stock

banks, on the system already in vogue in several

parts of the Continent
;
and we find that an eminent

London merchant, named Lamb, presented an address

to the Lord Protector with this object in view. After

enumerating all the advantages to be derived from

19
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the establishment of such institutions, his address

concluded in the following quaint form :

"
Lastly, a bank with a certain number of sufficient

men of estate and credit, joined together in a joynt

stock, being as it were the general cashkeepers or

treasurers of the place where they are settled, and

divers others, tending much to the tranquility of your

highness and the welfare of the English nation,

which, with your highness's favourable encourage-

ment, I shall in all humility be ready to make known

to you, and remove any objections as can be alledged

in the premises, and propound a way how it may be

effected, and the evils remedied and prevented, being

unwilling to bury the talent in a napkin which it

hath pleased the Giver of all blessings in his great

goodness and mercie to bestow upon me, hoping that

I shall not offend by tendering this with my best

services to your highness."

Although this matter was referred to a Parliamen-

tary Committee, nothing came of the proposal.

In 1667 the gradually developing banking business

received a check by what is known as a " run
"
taking

place, and this appears to be the first episode of

the kind of which we have any record. This event

lessened the credit of the bankers, but the action of

Charles II. in closing the Exchequer in 1672 nearly

brought their business to an end.
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By the time of the establishment of the Bank of

England, however, many bankers had again regained

a position of credit and wealth, and they continued

to carry on and develop their business in spite of the

competition of the new bank. About the same time

several joint-stock banks were founded and carried

on successfully until they were obliged to wind up

their affairs in 1708, in consequence of the monopoly

granted to the Bank of England in that year. Al-

though the London banks, which continued in

existence after the granting of this monopoly, were

not prohibited by the Bank Charter from issuing

their own notes, yet this part of their business gradu-

ally declined in the presence of their all-powerful

rival, and it ceased altogether about the year 1750

(though some writers give the date as about 1793).

About the year 1775 the City bankers, rinding great

inconvenience in settling their mutual transactions,

established what is called the "
Clearing House," to

facilitate their exchanges with each other
;
of this we

shall have more to say later. It may be noted that

the two oldest banking houses in London are those

of Messrs. Child and Company and Messrs. Hoare,

both of which were established before the Bank of

England.

In the early days of which we are now speaking, the
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personal relations of banker and customer were rather

different from those of the present time of keen com-

petition : only the merchants and wholesale dealers

were personally known to their banker, who was

scarcely acquainted with even the names of the retail

dealers favouring him with their patronage.

The following amusing anecdote is related, bearing

on the lighter side of banking, of an interview between

a certain banker in Lombard Street and one of his

customers who was a baker : The baker having one

day paid in 500 to his account, left the bank and

stood on the doorstep debating in his mind which

way he should turn, when the banker came up, and

as there was no room for him to pass in without soil-

ing his clothes against the baker's working ones, he

haughtily said,
" Move away, fellow !

" The baker,

feeling of some importance, was naturally nettled,

and replied somewhat rudely, which led to high

words, and finally the banker was sent spinning into

the gutter. Rising up full of wrath, he loudly called

for someone to fetch a constable and arrest the

fellow, when the cashier who had just received the

baker's money came forward and, to the banker's

surprise, whispered in his ear that the baker was one

of his own customers. Retiring into his private room

to recover himself, he soon sent for the baker. Apo-
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logics were exchanged, and it is said that the banker

and baker were thereafter good friends.

Of the early history of country banks we have no

very definite records, but we know that after the

passing of the Act in 1708, prohibiting the founda-

tion of banks having more than six partners,* a large

number of private banks having fewer partners than

the prescribed number came into existence to meet

the necessities of the time
;
and after the passing of

the Bank Restriction Act in 1797 their number was

largely increased. At the time of the passing of this

latter Act, it is calculated that there were somewhat

under three hundred country banks in existence, but

by 1813 we find that the number had increased to

nearly one thousand.

In the eighteenth century banking was essentially

free, in the fullest sense of the word, except for the

one prohibition as to the number of partners consti-

tuting a bank. Anyone was at liberty to put up the

magic word " Bank "
over his door and commence

business. We cannot say very much as to the solv-

* Under the Companies Act, 1862 (25 & 26 Viet. cap. 89), private

banks may now have as many as ten partners. Section 4 provides
that "no company, association, or partnership consisting of more than

ten persons shall be formed, after the commencement of this Act, for

the purpose of carrying on the business of Banking unless it is regis-

tered as a company under this Act or is formed in pursuance of some
other Act of Parliament or of Letters Patent," Re-enacted by Com-

panies (Consolidation) Act, 1908, sec. I (i).
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ency of these banks
;
some were doubtless sound and

ably managed, but every wave of distress which

swept over the country unfailingly overthrew large

numbers of these so-called banks, and occasioned

much local suffering.

The gradual evolution of country shopkeepers into

country bankers, which was the usual course of the

foundation of such institutions in the days of which

we are speaking, is well exemplified in the following

case, which is related in Lawson's History of Bank-

ing:

" In a borough town of importance in one of the

north midland counties dwelt a respectable draper,

possessing a good connection with the farmers fre-

quenting the market of the town. Although the

name of Robin Hood had long lost its terrors, those

of Turpin and Nevison filled all men's minds with

fear and with good reason, for they and their fra-

ternity exercised their calling with such energy and

success that it was always a matter of doubt with

travellers whether or not they should arrive in safety

at the next inn or their destination, whatever that

might be. With the farmers above alluded to there

were more than ordinary grounds of alarm
;
the town

almost adjoining the scene of the far-famed exploits

of Robin Hood and his merry men, was admirably

situated for a levy by their less romantic successors
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of extemporaneous taxes. To avoid as much as

possible the losses thus arising, farmers, having full

confidence in the honesty of the draper with whom

they dealt, made him the depositary of their ready

cash. Ready cash of his friends was to our draper as

valuable as capital of his own, and buying for ready

money was profitable. Still, money remained idle

in his hands, and by degrees he began to grant ac-

commodation to his neighbours. Our draper now

became famous for his extraordinary command of

money, and his correspondence extended as far as

Preston, in Lancashire. The profits thus arising

seemed boundless, and the next step was taken by
our adventurous shopkeeper : he allowed a small

interest to his friends the depositors. The new busi-

ness flourished to such an extent that it swallowed

up the old one, and our draper at length became a

banker proper, and no more a shopkeeper.
" Such was the origin of the Smiths. First con-

fined to the town of Nottingham, afterwards ex-

tended to Hull and Lincoln, the business of the firm

required a London correspondent entirely in their

interest, and such they found in the late Mr. Payne/'

And thus was founded the well-known firm of

Smith, Payne, and Smith, whose business has re-

cently been amalgamated with that of the Union

Bank of "London.
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Many are the tales told of the wit and shrewdness

of the early country bankers, and the following

anecdote, related in Mr. Maberley Phillips's interesting

work on Banks, Bankers, and Banking in North-

umberland, Durham, and North Yorkshire, is on a

par with the well-known tale of the private Irish

banker, who became so very unpopular, that to show

the contempt in which he was held, the inhabitants

of his district gathered together all his notes which

they could lay hands on, and made a bonfire of them

in front of his house
;
much to the banker's amuse-

ment and gain.

Mr. Phillips's story is of Jonathan Backhouse, a

Quaker, who, though originally a linen and worsted

manufacturer in Darlington, founded "Backhouse's

Bank" in 1774, in partnership with his father. This

institution only went out of existence in 1896,

when it was amalgamated with Messrs. Barclay and

Company, Limited.

" Before the time of railways, near the beginning of

the century, the commercial traveller of that day
made his visits to the towns of the county of

Durham either by mail coach or other conveyance,

and sojourned for some days in each town, where he

was an important person, especially at the head hotel

or hostelry of the place. It so happened that one of
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these gentlemen, after having dined freely at the

king's Head,' Barnard Castle, was boasting to a

company present in the commercial room of his own

importance and wealth, and exhibiting in proof a

sheaf of bank-notes taken on his journey.
"
Jonathan Backhouse, attired in the usual dress of

the Society of Friends, unknown to the rest of the

company, was in the room quietly reading his news-

paper, when he was attacked by the wealthy com-

mercial, and by a series of sarcastic remarks held up
to ridicule as a man out of harmony with the spirit

of the time and place. Following up this raillery the

commercial, displaying his handful of notes, offered

to bet the Quaker 5, or any sum, that he could not

produce as much money as he was exhibiting.

Mr. Backhouse, after a great deal of banter, said

he did not bet, but to show his indifference to money
offered to put a 5 note in the fire if the commercial

would do the same. Suiting the action to the word,

Mr. Backhouse took out a $ note and put it into the

fire. The commercial, not wishing to be behind, did

the same. Mr. Backhouse offered to repeat the

process, but the commercial, considerably cowed,

declined
;
when Mr. Backhouse quietly thanked him

for having burned one of his (Mr. Backhouse's) bank-

notes for which he had received 5, while the note he

(Mr. Backhouse) had burned was on his own bank,

and only cost him the paper."



CHAPTER IV

THE BANK CHARTER ACT OF 1844, AND
ITS SUSPENSIONS

A'TER
the renewal of the Charter in 1833, the

directors of the Bank of England laid down as

a principle on which their future operations were to

be guided, that one-third of their liabilities should

be kept in cash and bullion, and the remaining two-

thirds in securities. If this principle had been acted

on, the Bank would have been saved from many of

the troubles which shortly assailed it
;
but though the

intentions of the directors were good, circumstances

were too strong for them, and the actual proportions

of cash and securities to liabilities respectively, often

differed materially from the standard laid down.

This was notably the case during the periods of

financial pressure which were experienced in the

years 1836 and 1837.

In the year 1839 matters assumed a very serious

28



THE BANK CHARTER ACT OF 1844 29

aspect. In the early part of this year the amount of

cash held by the Bank was about one-third of the

amount of securities, but during the year the amount

invested in securities increased at the expense of the

amount held in cash
;
and by September we find that

securities stood at nearly 29,000,000, while the cash

was reduced to a tenth of that figure, and stood at

2,936,000 only. In order to avert a calamity which

appeared to be impending, the Bank arranged loans

in Paris and Hamburg to the extent of between

three and four millions.

This manifest exhibition of weakness on the part of

the Bank led to the appointment of a committee

of the House of Commons to inquire into the matter.

The committee condemned the principles on which

the Bank was working, but were powerless to effect

any alteration, owing to the Charter of the Bank not

expiring till 1844.

On the expiry of the Charter, however, Sir Robert

Peel brought forward his famous Act for remodelling

the Bank, and regulating the issues of the country

banks throughout England and Wales.

The Act was passed on the I9th July, 1844, an<3

continues without alteration to the present day.

The main provisions enacted thereby, briefly stated,

are as follows :
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I. The Issue Department and the ordinary Bank-

ing Department of the Bank of England were to

be entirely separated as from the 3ist August,

1844.

II. On such separation taking place, securities to

the value of 14,000,000 (including the debt due

to the Bank from the Government) were to be

transferred to the Issue Department, together with

so much gold coin and bullion that the total so

transferred should equal the total amount of notes

then outstanding. Thereafter (with the exception

noted below) the Issue Department must not issue

any notes in excess of a total of 14,000,000 except

in exchange for gold coin or bullion.

III. The Issue Department might not at any time

hold more silver than one-fourth part of the gold

held. As a matter of fact, the Issue Department
holds no silver.

IV. Notes might be demanded from the Issue

Department by any person in exchange for gold

at the rate of 3 i?s. gd. per standard ounce.

V. If any banker having the power of issue on the

6th May, 1844, should relinquish such issue, the Issue

Department may be authorised to increase its issue

of notes against securities to the extent of two-thirds

of the issue so relinquished ;
but all the profits on
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such increased issue against securities were to belong

to the Government.

VI. The Bank must issue a weekly statement of

the position of both its Issue and Banking Depart-

ments, in a prescribed form.

VII. Bankers having the right to issue their own

notes on the 6th May, 1844, might continue such

issue under certain conditions, and to an agreed

amount
;

but no provision was made compelling

such bankers to keep any reserve either in cash or

securities against their issues. If any issue lapsed,

from any cause, it could not be resuscitated
;
and

no institutions could acquire the right of issue in

the future.

VIII. Banks consisting of more than six partners,

though within the sixty-five-mile radius of London,

might draw, accept, or endorse bills of exchange not

being payable to bearer on demand.

The first return issued by the Bank in accordance

with the regulations of the new Act was that of the

7th September, 1844, and was as follows :
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ACCOUNT OF THE LIABILITIES AND ASSETS

OF THE BANK OF ENGLAND

For the Week ending >]th September; 1844

Dr. ISSUE DEPARTMENT Cr.

Notes issued 28,351,295

28,351,295

Government debt 11,015,100

Other securities . 2,984,900

Gold coin and

bullion . . 12,657,208

Silver bullion . 1,694,087

Dr. BANKING DEPARTMENT

28,351,295

Cr.

Proprietors' capital 14,553,000

Rest . . . 3,564,729

Public deposits . 3^30,809

Other deposits . 8,644,348

Seven-day and

other bills . . 1,030,354
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Dr. ISSUE DEPARTMENT Cr.
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The regulations as to the country bank-note issues

were framed with the idea of ultimately eliminating

entirely such issues
;

but though the amount of

private notes in circulation has decreased, and also

the number of bankers who have the power of issue

by lapses, bankruptcy, and amalgamations the

time when there are no country bank-notes has not

arrived, notwithstanding that the framers of the Act

confidently anticipated that such a result would be

achieved long before now.

The main point of contention between the sup-

porters and opponents of the Act lies in its want of

elasticity in time of need. Under no circumstances

can the Bank increase its issue of notes against

securities beyond the prescribed limit, without a

breach of the law; but on three occasions in the past

the law has been broken, though with the consent

of the Government, and subsequent confirmation of

Parliament.

Under the laws regulating the Imperial Bank of

Germany such procedure would not have been neces-

sary. The German Bank Law has been framed

largely on the same lines as our own, but it gives

the Reichsbank power to increase the amount of

notes issued against securities on a payment to the

Government of a fine of 5 per cent, per annum on the
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excess issue. This fine is sufficient in ordinary times

to act as a complete check on overissue, but in times

of trouble it acts as an efficient safety-valve by re-

lieving the minds of business people from the fear

that "there will not be enough to go round." If it

is known that money can always be had at a price,

the probability of a crisis developing into a panic is

almost entirely obviated.

We will now briefly review the three occasions on

which the Bank Act was suspended, and the effect of

such suspensions.

The first of these occasions was during the panic

in the year 1847 known as tne "railway panic."

Shortly previous to this year a great accumulation

of capital had led to a demand for new investments,

which were duly provided for the public by those

concerned with such matters. Added to this, interest

rates had ruled low for some time, and this conduced

to a period of speculative activity. Too much

capital was put into fixed investments chiefly rail-

ways and in one session of Parliament sanction

was asked for various railway schemes involving a

total capital of 340,000,000. Wild gambling in

railway stocks ensued, credit was inflated above alJ

reason, and then the turn came. This was primarily

due to a bad harvest and potato crop causing a
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heavy Importation of corn, and consequent export

of gold.

During the panic which ensued, the reserve of the

Bank of England fell to 1,600,000, but when the

panic was at its height, the Act, passed only three

years before, was suspended. The Bank was author-

ised to increase its accommodation to the public by

exceeding, to an indefinite extent, the limit fixed

for the issue of notes not secured against gold.

The effect of this suspension of the Act was im-

mediate and complete. The fear that "there was

not enough to go round "
passed from men's minds.

As a matter of fact, the issue on this occasion did

not exceed the normal limit, the mere knowledge

that the Bank was empowered to exceed this limit

proving sufficient to allay the panic.

The second suspension of the Bank Act was due

to the crisis of 1857, a crisis that was brought about

by reckless overtrading, and came upon the public

very suddenly and with practically no warning.

The reserve of the Bank of England had been

allowed to fall dangerously low during the course

of the year, and large financial operators had carried

on vast transactions with hardly any capital only

credit relying for assistance on the Bank. Bad

news came to hand from America in September,
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detailing how there had been a serious financial col-

lapse in that country ;
failures had occurred, shaking

commercial credit to its core, and about one hundred

and fifty banks had stopped payment.

A heavy drain of gold from here to America com-

menced, and by the middle of October credit was

curtailed, and distrust was rife in England. Within

a very short space of time many of our banks and

financial houses were crippled and failed. In

November heavy demands were made for gold for

Scotland and Ireland, and on the nth November the

failure of Sanderson and Company a great London

discount house was announced, with liabilities of

upwards of five millions. Utter rottenness appeared

to pervade the commercial world, and general bank-

ruptcy seemed imminent, when for the second time

the Bank Act was suspended. This took place on

the 1 2th November, and at once had the effect of

quieting the public mind. On this occasion the

Bank had to make use to a large extent of its

temporary authority to issue notes above the normal

limit without holding gold against them. The

severity of this crisis can be seen by the fact that in

November the Bank reserve fell to under 600,000,

while the bankers' balances at the Bank of England

alone stood at about five and a half millions, and
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the Bank Rate was as high as 10 per cent, This was

also the rate charged by the Bank of France at the

time, showing that the panic had spread, and was

not solely confined to ourselves and America.

The third suspension of the Bank Act took place

in 1866. Many elements of disturbance to the

Money Market had been in force during two or

three preceding years. The Civil War in America

had resulted in gold being sent to this country ;
but

the stoppage of the supply of cotton from America,

owing to the war, disorganised one of our staple

national industries, and supplies of cotton had to be

obtained from elsewhere at high prices, and paid for

in cash. Hence a drain of gold set in on a large

scale. In addition, a large speculation had been

built up on credit in the stocks and shares of the

many new limited liability companies which were

formed at that time.

General uneasiness began to prevail towards the

end of 1865 ;
in January, 1866, the Bank raised its

discount rate to 8 per cent, and a crisis began to

develop rapidly.

Speculators tried to sell their securities and found

no market for them, several large railway contractors

failed, and many of the newly formed limited liability

companies succumbed and were wound uo. The
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failure of the Joint Stock Discount Company, fol-

lowed shortly by that of Barned's Bank of Liverpool,

brought matters to a head
;

the distrust became

universal and culminated in panic. On the 9th May
the Bank Rate was raised to 9 per cent. On the loth

May the failure of Overend, Gurney, and Company
for upwards of ten millions was announced, and

the Bank Rate went to 10 per cent. This failure

was not made known till after business hours, so it

was not till Friday, the nth May, 1866 known as

" Black Friday
"

that the crisis reached its height.

The stoppage of this large house affected the

whole world, and general failure seemed imminent,

when, in the afternoon of the day on which the

failure became known, it was announced that the

Bank Act was again suspended, and calm began

to take the place of mania. But though the panic

was allayed, many failures shortly took place, which

delayed the quick restoration of a sense of security.

Among these failures may be mentioned the Bank

of London, the Consolidated Bank, and Agra and

Masterman's Bank. All these three institutions

were perfectly solvent as a matter of fact, but they

found themselves in the dangerous position of

having no available assets. The two last-named

banks subsequently resumed business,
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From the above brief records of the financial

tragedies of the past, we see that on each occasion

reckless speculation and overtrading had been allowed

to reach a dangerous height before any steps were

taken to check them, and on each occasion the check

came too late. But we also see the marvellously

quick effect which the suspension of the Act had

on the situation. Although a period of nearly half

a century has elapsed since the time of the last

suspension, the position remains the same, and it is

only owing to greater knowledge and greater caution

that such catastrophes have been averted.

In contemplating any future catastrophe of the

kind which may come upon us, it is generally

assumed that the Act would be again suspended ;

but delays are dangerous. By the time the situation

had developed to such an extent that the Government

might deem it expedient to give the Bank the

necessary powers, a panic such as has never before

been known might overtake us
;

whereas if the

suspension of the Act were to a certain extent

automatic, and responsible people knew for certain

that money could always be had at a price, the

probability of such a termination of any crisis would

be very remote.



CHAPTER V

THE DEVELOPMENT OF LONDON AS THE
FINANCIAL CENTRE OF THE WORLD

BEFORE
proceeding to examine the Money

Market and banking system of more modern

days, it will be well to glance at the causes which

contributed to the predominance of London among
international financial centres, and made it the clear-

ing house of the world. At the present time this

predominance is being assailed from several quarters

notably Paris, Berlin, and New York but there

is no doubt that London still holds a good lead, and

with knowledge, activity, and perseverance there

appears to be no reason why it should not continue

to be in the forefront in the future.

In the Wealth of Nations Adam Smith points out

that the increase and riches of commercial and

manufacturing towns contribute to the improvement

and cultivation of the countries to which they belong,

and that commerce and manufacture introduce order
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and good government, and with them the liberty and

security of individuals.

In our own history we can trace the truth of these

remarks. We have already drawn attention to the

flourishing state of trade which developed during

the reign of Elizabeth. New industries were started,

villages grew into towns, and new markets for our

wares were opened up in various parts of the then

known world. In consequence of the wars on the

Continent, many wealthy merchants came or were

exiled to our shores, and settling here, helped to

swell the growing business of London. We were

fortunate in the fact that this "greater liberty and

security of individuals," enabling our forefathers to

devote their attention and wealth to the further

development and expansion of the commerce of

the country, came about with us long before a similar

state of affairs began to have effect with our con-

tinental neighbours, and this gave us a good start

commercially. While our neighbours were still in

the throes of continual disputes and unrest, we

were laying the foundations of a world-wide system

of trade. We were in a position to supply the

Continent with their various needs as they arose,

to our own immediate benefit and the further

advancement of our commerce.
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In connection with the more rapid development of

commerce with us than with continental nations must

be remembered the energy and activity of the race

forming the population of our country an energy

and activity not only in starting and conducting new

industries, but in spreading abroad to new lands and

forming new colonies, thus enlarging the sphere of

our operations and the number of our markets.

Our geographical position has assisted materially

in our commercial development. The disturbances

arising from the fear and risk of invasion have been

less pronounced than with continental nations, and

our extended coast-line, embracing many natural

shelters, has engendered our vast shipping industry,

without which we could never have attained to our

present position. We have also had the advantage

of another natural circumstance in the proximity of

our coal and iron fields to each other. This gave

us for a long period an unparalleled command of

certain trades dependent on this fact. Thus we see

that, owing to good government, national character,

and natural conditions, our trade was built up on a

firm foundation, and was spread abroad until its

ramifications extended into every country of the

world.

Turning now from the trade point of view to the
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monetary position, we find that as our trade grew,

so did our means and capacity of dealing with that

trade. Although in early days we were rather back-

ward in our banking system, yet that system de-

veloped quicker with us than with other countries.

The eighteenth century embraced many periods of

financial distress, but the Government never de-

faulted in any of its engagements, and our leading

merchants became renowned as men of honour and

integrity. During the early part of the nineteenth

century our position improved by leaps and bounds,

our gold standard of currency was firmly estab-

lished, our merchants' names became known and

honoured throughout the world, and direct financial

operations between London and all foreign parts

became matters of daily occurrence.

These monetary transactions were very essential

in the financial growth of London, and were a large

factor in our capital becoming the centre of finance.

Owing to the vast extent of our trade, both as to its

amount and diffusion, we were in a position to

conduct financial transactions the world over. From

this it followed that when commerce began to

expand and grow among continental nations, it was

found that the easiest way of settling the financial

business arising therefrom was through the inter-
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mediary of London. England bought from and sold

to all nations, but in the first half of the nineteenth

century reciprocal transactions between foreign

centres of trade were few and far between. For

instance, suppose a New York merchant shipped

produce to Hamburg, he would draw on some ap-

pointed London house for payment ;
the merchant

in Hamburg who had bought the goods would then

have to find the means of providing this London

house with the necessary funds to meet the draft

from New York. This he would do by buying a

draft in Hamburg from some merchant there who

had shipped goods to London and was wanting

payment. This draft he would remit to the London

house on which the American exporter had drawn,

and the London house would collect the money

represented by the Hamburg draft, thus settling

both transactions. This is only a rough example,

but it is typical of what came to be a regular custom.

Various countries may trade together, but unless

they have direct mutual financial transactions, they

cannot settle their indebtedness without remitting

precious metal of one kind or another, or employing

the agency of another country which has direct

financial dealings with both. In the time of which

we are speaking London was the only centre which
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was in a position to carry out such transactions, fn

the latter half of the past century, and especially to-

wards the close of the century, our position suffered

through direct financial operations between various

countries becoming established, thus eliminating the

need of a middleman
;
but it may still be said of

London that it has direct financial and trading con-

nection with every country of the world, which at

present cannot be said of either Paris, Berlin, or

New York. The very fact of the establishment in

London of branches of the leading banks and_

finance houses of France, Germany, and the United

States, emphasises the position which London has

attained and still holds in the financial world.



CHAPTER VI

FACTORS OF THE MONEY MARKET

HAVING
now surveyed the history and develop-

ment of our financial system up to a point

when "system" can really be said to have started,

and also having glanced at the causes which have

placed London in the forefront of all financial centres,

we will consider the formation, as a whole, of what is

called the "
Money Market "

;
and then more care-

fully examine certain of the more important factors

which help to form that market.

There is no definite "market" for money in the

sense of a "
place of purchase and sale," like a cattle

market or a corn market
;
when we speak of the

"
Money Market " we refer to the body or aggrega-

tion of large dealers in money bankers, bill-brokers,

etc. who either have money to lend or who require

to borrow money, and by whom the rate to be

charged for the use of money is largely settled, as

a result of their mutual transactions.

47
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This body of money-dealers is not clearly defined

into two classes lenders and borrowers as an

ordinary market is divided into two classes buyers

and sellers
;
but with money-dealers all are practically

both buyers and sellers
;
that is, all are ready to sell

the use of money at a certain price, and to buy the

use of money at another price.

The Bank of England in bygone days was the

predominant factor in the Money Market
;
but now,

in ordinary times, it has somewhat fallen from its

high estate in that respect. It is only at certain

times that its funds find their way into the Money
Market to any large extent. But the Bank still has

the power, when occasion arises, to make its influence

predominate, as it constitutes the final reserve, in

case of need, of our banking system. The Bank like-

wise has the power to make its influence felt when the

directors deem it advisable to obtain control of the

Money Market, for the purpose of maintaining the

monetary position on a basis of safety. As we shall

see when dealing with the subject of the foreign ex-

changes, if, in order to check an outflow of gold, the

directors of the Bank wish to raise the value of

money in London that is, to raise the rate at which

money can be borrowed or lent they raise the

official rate of the Bank of England. If the out-
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side market lags behind, or does not keep in line with

the movement, they force it to do so by themselves

borrowing large sums from the market, thus reducing

the available supply of money in the hands of the

market, and consequently enhancing the value of

money.

The chief factor in the formation of the Money
Market is the body of the joint-stock and private

banks of London, and through them of the bankers

of the kingdom. Practically all the working capital

of the country and the floating money of private in-

dividuals, together with moneys awaiting permanent

investment, are now in the hands of our bankers.

Of this vast accumulation of capital held by

bankers amounting in the United Kingdom to

some 800,000,000 a certain part is retained in

actual cash, besides a balance which is kept with the

Bank of England or a London agent, some is in-

vested in securities, and the balance is used in lend-

ing to those that require the use of further capital

for their business or private needs. Of this balance

so lent, a large percentage is advanced to individual

customers by way of loan, overdraft, or in the dis-

counting of bills
;
and the remainder is used in the

Money Market proper, or what has been aptly called

" The Short Loan Fund." The rate of interest which
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private individuals have to pay for advances from

time to time is largely based on the prevailing official

rate of the Bank of England as regards loans, and on

the "market rate" as regards the discounting of first-

class bills.

For the greater part of the money in a banker's

hands no interest whatever is paid, that is, for prac-

tically the whole of the current account balances.

For the remainder, the money on deposit, only a

small interest is paid ;
but a banker must always

keep before him the fact that nearly all his liabilities

are repayable in cash on demand. Thus he must

always keep himself prepared for eventualities, and

his first line of defence consists of cash and balance

with the Bank of England or London agent, and he

reckons his advances to the Money Market as his

next most quickly convertible and available asset.

For the money advanced to the Money Market

bankers are content to receive a low rate of interest,

provided that the advances are absolutely safe, and

can quickly be called in when necessary. These con-

ditions can be obtained by lending money at
"
call

"

(that is, repayable on demand) or at a few days' notice

to the bill-brokers, who deposit as security for such

loans, first-class bills, or certain of the highest class of

securities, such as Consols, etc,
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The bill-brokers and discount houses of London

form the second most important factor in the Money
Market. These firms and institutions practically act

as middlemen or intermediaries. Many of them

possess large capital themselves with which to con-

duct their business, but the bulk of the funds which

they employ consists of borrowed money. This

money is borrowed from various sources
;
the greater

part from the banks, some from the India Council,

and some from our merchant princes and finance

houses, who of themselves really constitute another

factor in the Money Market. Besides these sources

for borrowing money, the bill-brokers further increase

their working funds by receiving money on deposit

from the public. With the funds so collected they

buy bills, usually only those of a first-class character,

and these they either hold until maturity or redis-

count with the banks, and occasionally with the Bank

of England.

The British Government is at certain times a

factor in the Money Market, that is, when on account

of any extraordinary outlay, or when expenditure is

temporarily exceeding revenue, it issues Treasury

Bills and Exchequer Bills. If these bills are bought

by the Money Market, it follows that the amount of

money in the hands of the Market is, at least for the
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time, decreased by the amount of money paid for

the bills (which goes into the Bank of England and

helps to increase " Public Deposits "), and conse-

quently the rates for money in the open market are

inclined to rise or "harden." When these bills are

repaid the contrary effect is produced, market sup-

plies are increased and rates are inclined to droop.

Another factor which has to be taken into account

in this matter is the India Government. The

India Government has, from time to time, large

funds lying here which are not required for immedi-

ate use, nor are they available to lend for long

periods ;
these funds practically constitute a floating

balance. Use is made of this money by lending it

out to the market through a well-known house, much

in the same manner that banks lend their floating

balances. The money is usually lent in sums of not

less than 50,000, for periods from a fortnight to a

month
;

and it is generally stipulated that the

securities deposited against the advances shall con-

sist of either Consols, or Indian Securities of certain

kinds, such as rupee paper and the guaranteed

debentures of a few of the first-class Indian railways.

The India Government generally manages to obtain

a very fair return for the money so lent.

The Stock Exchange is another element which
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requires consideration, although it is a rather one-

sided element, inasmuch that it is nearly always a

borrower. In busy times on the Stock Exchange

enormous sums are borrowed from the banks for the

purpose of speculation of one kind or another.

Stocks are bought by various persons who have not

the money to pay for them, in the anticipation that

they will increase in value
;

and these persons

arrange with their brokers to
" take up

"
the stock

for them that is, that the brokers shall find the

money to pay for these purchases and this ultimately

results in a banker advancing the money. During

periods when the rates of interest are low also, large

amounts of stock bearing a higher interest are then

"taken up," for the purpose of securing the differ-

ence in the amount of the interest paid for the loan

and the interest received from the stock, and the

money for these purchases is largely borrowed from

banks. These Stock Exchange loans are made from
" account to account

"
that is, from one settling day

on the Stock Exchange to the next and as there

are two settling days every month, the loans are

nominally granted for about a fortnight each. The

interest charged is fixed at the beginning of each

account for that account, and varies according to the

prevailing conditions at each renewal.
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Lastly, we have a somewhat new factor entering

into the Money Market, but one which is increasing

in importance, and that is the establishment in

London of branches of many powerful and rich

continental banks, who make use of the London

Money Market for employing their surplus funds

when they can do so to advantage. They lend

money to the bill-brokers much as do ordinary

London banks
;
and at times, when the conditions

are favourable, they invest their funds in English

bills, occasionally absorbing considerable amounts

of Treasury and Exchequer bills. These purchases

of English bills increase the money in the market

for the time being, and the competition of these

foreign bankers tends to depress the rate charged

for discount. It must be remembered, however, that

this course of business gives the banks in question

power to draw gold from us heavily on the maturity

of the bills, or at any time when they see fit, by

selling their bills before maturity.

From a consideration of these various factors, we

see how largely they are interwoven together and

dependent on each other. The banks gather in

deposits from all quarters and lend to the bill-

brokers, while leaving a large amount with the Bank

of England ;
and the bill-brokers borrow from the



FACTORS OF THE MONEY MARKET 5$

banks and buy up bills from all quarters ;
but if the

banks "call" their money from the bill-brokers the

latter are driven into the arms of the Bank of

England, to reborrow the money which the banks

have called from them. This is also the case if

the India Government call in their loans, and the

money to repay the same cannot be borrowed from

the banks. Similarly with the Stock Exchange, if

much money is absorbed in this quarter, the banks

will reduce their accommodation to the bill-brokers,

who may by this action again have to rely on the

Bank of England ;
and again, lastly, if the foreign

banks commence to draw money from us, the strain

comes as usual on the Bank of England.

All these factors work round the Bank of England

as a centre, and the need of strength on the part of

that institution becomes at once apparent when it is

seen what mighty interests are dependent on it, that

the financial credit of the country rests ultimately

upon its stability, and that its policy and actions

involve consequences of weal or woe to the com-

munity at large.



CHAPTER VII

THE BANK RETURN

WE will now examine the weekly
" Return "

issued by the Bank of England in accord-

ance with the requirements of the Act of 1844, and

consider the significance of the various items appear-

ing therein. The Return is made up to the close

of business on every Wednesday, and is published on

Thursday. Though the figures given always attract

attention, and are regularly made the subject of

analysis and criticism in the financial articles of the

Press, yet the interest taken in the Return varies

considerably from time to time. During periods of

financial quiescence this interest is somewhat of an

academical character
;
but in times of doubt and dis-

trust a very real and practical interest is exhibited,

not only by the group of bankers, bill-brokers, and

merchants constituting the "
Money Market," but by

that section of the general public who have financial

transactions at stake, and who possess the requisite

56
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knowledge to understand the true import of the

figures of the Return.

For the purpose of our analysis we will take the

Return of the 2nd September, 1903.

ISSUE DEPARTMENT

Notes issued . 51,831,835

51,831,835

Government debt 11,015,100

Other securities . 7,434,900

Gold coin and

bullion . . 33,381,835

51,831,835

BANKING DEPARTMENT

Proprietors' capital 14,553,000

Rest . . . 3,740,209

Public deposits . 7,393,580

Other deposits . 41,872,061

Seven-day and

other bills . . 113,465
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securities, of which the Government Debt, amounting

to i 1,015,103, was to form a part. Any issue of

notes above this amount of 14,000,000 was to be

secured by an equal amount of coin or bullion, with

the proviso, however, that the issue of notes against

securities might be increased from time to time to

the extent of two-thirds of the amount of any lapsed

country issue.

In the return before us we see the result of nearly

sixty years of the working of the Act. The notes

issued stand at 51,831,835, and are secured by the

Government Debt of 1 1,015,100 (as at the pass-

ing of the Act) and other securities amounting to

7,434,900 (against 2,984,900 in 1844), the balance

being made up of gold coin and bullion, no silver

being now held. We thus see that advantage has been

taken of the lapsing of country bank issues to increase

the issue against security by 4,450,000 ;
but it must

be remembered that the net profit on this additional

issue against securities is credited to the public account.

The actual amount of notes issued, as shown in

the returns of 1844 and 1903 respectively, as shown

on pages 32 and 33, has increased by the sum of

23,480,540; but if we compare what is called the

"Active Circulation" now with that of 1844 we see

that the increase is only 9,332,690.
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The Active Circulation is arrived at by deducting

the amount of notes held by the Banking Depart-

ment from the total of notes issued by the Issue

Department, and it represents the notes actually in

the hands of the public. This increase in the Active

Circulation is a fluctuating one, but at any time it

is totally out of proportion to the expansion of our

trade and financial system which has taken place

during the last fifty years. The comparative insig-

nificance of the increase is explained by the fact that

during the period under review our manner of effecting

payments has changed so vastly, cheques having almost

completely taken the place of notes in settling our vari-

ous transactions, both in business and private affairs.

The old idea that a note issue was of vital import-

ance to the life of a bank, and that a mere bank of

deposit could not be profitably and usefully con-

ducted, was exploded in the early part of last century,

as already explained. The new ideas which then

began to prevail, and which led to the formation of

our joint-stock banks, have expanded and developed

in a manner that was probably not anticipated by

the banking pioneers, who successfully assailed the

Bank's presumed monopoly of joint-stock banking.

In such a manner have these new ideas and

methods expanded, that the use of the bank-note
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has practically been done away with, except for

special reasons and in certain cases.

These exceptions divide themselves into two heads.

Firstly, the large number of Bank of England notes

held in place of actual coin in the tills of our banks
;

and secondly, notes used in settling certain transac-

tions when it is not the custom, or it is not con-

venient, to pass cheques; such as the settlements

arising from the purchase of property, travelling

expenses, and for effecting payments and purchases

with the non-banking class a class which is diminish-

ing day by day under our present system of banking.

The amount of notes held by bankers as "till

money" is of paramount importance in point of

amount compared with the amount of notes in

circulation for the other purposes mentioned. The

average amount held by bankers from time to time

usually remains at a fairly steady figure, whereas the

amount of notes in the hands of the people varies

considerably ; increasing at the end of each month

on account of salaries paid by notes, at the end of

quarter for payment of rents, etc., and largely in-

creasing during the holiday season by reason of notes

carried by travellers to the Continent and elsewhere.

As regards the items appearing on the credit side

of the Issue Department's weekly balance sheet, the
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Government Debt stands at the same figure as at

the passing of the Act.

Other Securities have risen in accordance with the

provisions of the Act, and are doubtless of a first-

class character, although no information is vouchsafed

to us as to the actual securities held.

The remaining item of Gold Coin and Bullion of

course fluctuates with the amount of notes issued
;

the department is something like an automatic

machine in this respect you put in gold and take

out notes, and you put in notes and gold comes

out. The Issue Department is not only compelled

to issue notes in exchange for sovereigns, but also

for gold bullion in bars or foreign coin at the

rate of $ ifs. gd. per ounce of standard fineness.

Any bullion the Bank acquires in this manner it is at

liberty to send to the Mint and have converted into

coin
;

but as a matter of fact, a large amount is

retained in the form in which it is received, that is, in

bar gold and foreign coin. If an export of gold is

in progress the exporter can, of course, obtain five

sovereigns for every 5 note he presents; but it

frequently suits his purpose better to draw bar gold

or foreign coin in exchange for his notes, and the

Bank is at liberty to charge what it likes for so

accommodating him, The price usually charged by
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the Bank for its bar gold is ,3 17^. io\d. per ounce,

but if the demand is pressing it will raise its price to

perhaps $ 17's. lid. Above this figure it is not

effectual to raise the price, or sovereigns would, in

that event, be drawn and melted down. A similar

course as regards sale is in vogue for dealing with

foreign coins, and the Bank makes a small profit

on such transactions.

BANKING DEPARTMENT

Turning now to the return of the Banking Depart-

ment, the first item which appears is Proprietors*

Capital, which stands at the enormous figure of

I 4)SS3y o enormous in itself, and enormous in

comparison with the capitals of other and competing

banks. From the original sum of 1,200,000 with

which the Bank commenced business in 1694, the

capital has gradually increased until it amounted to

the present figure in 1816, since which year there

has been no alteration.

The Rest in the Bank of England Return is an

accumulation of undivided profits, and compares

with the Reserve Funds of other banks. It now

stands at about the same figure at which it stood

in 1844; and it is never reduced below the sum of

3,000,000. The Bank has also a further reserve
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in the valuable asset of its premises in the City-

the very finest site in London no credit being taken

for the value of this item.

Taking the Proprietors' Capital and Rest together,

we see that the Bank has a total working capital of

about seventeen and a half millions, which is far

above that of any other Bank, both in amount and

in proportion to liabilities. This large capital forms,

of course, an element of great strength, but the

profit which is earned is so spread out on such a

sum, that the actual dividend paid is small in com-

parison with that of many ordinary joint -stock

banks. The dividend paid during the last ten years

has averaged g\ per cent., having been at the rate of

10 per cent, since the end of 1896. The price of

Bank Stock has fluctuated between 311 and 367

during the same ten years.

Public Deposits include the balances of the Ex-

chequer, Savings Banks, Commissioners of the

National Debt, and Dividend Accounts. This is

a very variable item, and its fluctuations at certain

seasons of the year have a marked effect on the

Money Market. On the I4th of January, 1903, Public

Deposits stood at just over eight millions, and on

the 25th March, 1903, at over sixteen millions, this

increase being due to the collection of taxes at this
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season of the year, which gradually sweeps away a

portion of the balance of other banks, and draws a

large sum from the pockets of the people. The

increase of the balance of Public Deposits reaches

a maximum about the end of March, when the

collection of taxes comes to an end.

This gradual accumulation of an extra sum of

8,000,000 in the hands of the Bank of England

naturally affects the amount of money which other

bankers have at their disposal for lending purposes,

and money being thus scarcer, borrowers have to pay

more for the use of it. Hence it follows that during

this season of the year a tightening of the rates

charged by bankers for accommodation is generally

seen. After the end of the financial year on the

5th April, the Government generally commences to

disperse its large balance by paying its various bills
;

and this disbursement, together with the dividends

on public stock which are paid at the beginning of

April, quickly alters the position ; money becomes

plentiful in the hands of ordinary bankers, and the

rates charged for the use of it consequently fall

away. From this time on to about the beginning

of December, Public Deposits gradually decrease,

although there is generally a slight rise at the end

of each quarter, followed by a fresh fall immediately
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after the quarter, this movement being due to the

payment of dividends.

Other Deposits include the balances of the ordinary

customers of the Bank, both in London and the

country, and also the balances kept by bankers with

the Bank of England. The balances of the ordinary

customers of the Bank are subject to the same con-

ditions and fluctuations as are the balances of the

customers of other banks, but the bankers' balances

are of another class. Every "clearing" bank must

keep an account with the Bank of England, in ac-

cordance with the rules of the Clearing House, as

will be explained later. Most other London bankers

also keep an account there, as well as many country

bankers. The aggregate of the bankers' balances

forms a large proportion of the " Other Deposits."

Up to the year 1877 the total of bankers' balances

was stated as a separate item in the Weekly Return,

but this practice was discontinued at that time. In the

year 1877 the last year of separate publication

these bankers' balances averaged about nine and

a half millions, but the amount has doubtless largely

increased since that time.

Bankers' balances form, as we shall see, the ulti-

mate reserve on which our banking system rests.

Hence the subject is one of great importance. Every
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"clearing" banker keeps a balance for the purpose

of settling the difference which may arise with each

day's settlement at the Clearing House. In addition

to this, they, as well as other London and country

banks, maintain a large balance at the Bank of Eng-

land for the purpose of meeting any sudden or extra-

ordinary demands which may be made on them.

This is done in place of keeping cash in their tills for

the purpose, though of course a sufficient sum in

ready cash is kept in hand to meet the ordinary

daily requirements. In the case of those country

banks which do not keep an account at the Bank of

England, the custom is adopted of keeping a reserve

balance with a London agent. This reserve swells

the amount under the control of the latter, and con-

sequently of the balance he deems it prudent to

maintain with the Bank of England. Thus our

system is so knitted together that a demand for cash,

in whatever part of the country arising, has a prompt

effect, to a less or greater degree, on the bankers'

balances at the Bank of England.

From this can be seen the great importance of

bankers' balances, and the great responsibility thrown

on the Bank of England of keeping itself strong

enough to meet demands from all quarters. The

system is certainly a peculiar one, that results in all
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banks keeping a large part of their surplus funds

with another bank, and that not a State bank,

though the banker of the State. It is an interesting

fact that on many occasions since the passing of the

Act in 1844 the "reserve," or actual cash held by the

Bank of England, has been less than the bankers'

balances alone.

This custom of the reserves being held by a central

bank has been, and is, the subject of much criticism,

principally on the ground that a "one reserve

system
"

is not a sufficient guard against disaster in

time of crisis, and that it would be a much safer

method were each bank to keep its own special

reserve in cash against sudden need. The discussion

of the subject during the last few years, combined

with other circumstances, has led to some increase in

the cash held by bankers in general, and several

banks are understood to have commenced keeping

a special reserve in cash, on a small scale. The

whole subject is a very intricate one, and one that

cannot be more than glanced at in the course of this

small book.

Taken as a whole, and in ordinary times,
" Other

Deposits" indicate the state of the Money Market.

They rise and fall fairly regularly at certain known

seasons of the year ;
but if they rise above the
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average for the time of year, it may be taken as an

indication that money is abundant, and that bankers

and others have funds in hand for which they cannot

find profitable employment, and therefore the in-

terest rate charged for the use of money is likely to

fall. On the other hand, if "Other Deposits" are

below the average, money is evidently in request,

and rates are likely to rise. This is in ordinary times.

In times of trouble, however, "Other Deposits"

will rise considerably, and at the same time interest

rates will also advance. The reason of this is that

on any note of alarm being sounded in the financial

world, bankers will at once begin to strengthen their

position to "keep their powder dry" and conse-

quently will begin to increase their balances at the

Bank of England. Owing to the curtailment in

their loanable funds resulting therefrom, money will

increase in value, and a higher rate will have to be

paid for the use of it by borrowers.

Together with the bankers, other large customers

of the Bank of England will increase their balances

against emergencies, and possibly, if the trouble be-

come acute, money will be transferred to the Bank

from other banks for greater safety. Thus in such

times we see the " Other Deposits
"

of the "Bank

increasing, while the deposits of other banks are
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decreasing. It is related that during one crisis a

customer of a certain bank became alarmed, and drew

out his balance. Not knowing what to do with his

money when he had got it, he wrote to the financial

editor of one of the great daily papers, asking him

where it would be safe to put it, and quickly got

back the reply,
" Put it in the ," naming the same

bank from which the customer had withdrawn it !

The remaining item on the liability side of the

Banking Department, namely,
"
Seven-day and other

Bills," largely explains itself by its title. The item is

not a growing one, as can be seen by referring to the

first return issued after the passing of the Bank Act

in 1844, when the amount under this heading was

over one million pounds.

The seven-day bills referred to are what are

known as Bank Post Bills, and are practically drafts

on the Bank of England, The custom of issuing

these bills appears to have originated about the year

1738, when, in response to representations, the Bank

announced that it would give
"
bills payable at seven

days' sight, that, in case of the mails being robbed,

the proprietors might have time to give notice

thereof." The changes which have occurred since

this date, and even since 1844, amply account for the

falling off in this item. It may be noted that the
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Bank does not take advantage of the customary

three days' grace in respect of these bills.

Government Securities. As an ordinary bank in

issuing its balance sheet roughly summarises the

classes of securities in which its funds are invested,

so does the Bank of England in its Weekly Return.

The item " Government Securities
"
comprises, as its

name indicates, the amount of all securities held

which are guaranteed by the British Government,

and it also includes any temporary advances made to

the Treasury on "
Ways and Means "

or "
Deficiency

Bills." Advances which are made on the security of

"
Deficiency Bills

"
are generally required at the end

of each quarter, excepting the March quarter, when,

as we have seen, the Public Deposits are large, and

the advances are required to meet the interest due

on the public funds at the beginning of the ensuing

month. The advances are repaid in the course of

a few weeks from the incoming revenue. While in

force they have the effect of increasing the figure

at which Government Securities stand, and also, on

the other side of the account, of increasing the total

of Public Deposits.

Other Securities. Under this heading are included

all the investments of the Bank other than Govern-

ment Securities investments in general securities,
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loans, bills under discount, and advances to bill-

brokers.

No particulars are given as to the amount invested

in the various items above mentioned
;

the invest-

ments in general securities, and the loans to ordinary

customers of the Bank, may be presumed to be

fairly steady in amount, as is the case with other

banks; but the amount of investments in bills under

discount and of advances to bill-brokers are subject

to wide fluctuations from time to time. These

fluctuations are due to the complicated system of

our Money Market. As will be explained later,

ordinary banks employ a certain portion of their

funds in advances to bill-brokers. These loans are

either repayable at "call," or are fixed for a certain

number of days, and the amount lent varies with

each particular bank from day to day, and from

week to week. In the aggregate, however, the

amount advanced in this way by all the banks

combined is not subject to much fluctuation, for this

reason what one bank may lose in available lending

balance another will gain, and so the total is not

materially altered. At certain seasons of the month

and of the year, however, or during periods of

threatened disturbance in the Money Market, this

is not the case. Circumstances may compel several
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or even all the banks simultaneously to call on the

bill-brokers to repay theif advances or part of their

advances. Thus the aggregate of the money lent in

this manner is materially reduced.

The bill-brokers, finding that they cannot obtain

the funds from the ordinary sources wherewith to

repay the amounts " called
" from them, must have re-

course to the Bank of England both for discounting

bills and for short loans. These facilities are there

granted to them on certain conditions. The accom-

modation thus granted to the bill-brokers amounts to

very large figures when the resources of the Money
Market become locked up, owing to some special

cause, such, for instance, as the issue of a big loan

like the TransvaaWsan of May, 1903. For this loan

the "
application money

"
alone, in the hands of the

Bank of England, amounted to over 35,000,000, the

bulk of which had been temporarily taken from the

balances of other banks, thus reducing their lending

powers and compelling them to call their advances

from the bill-brokers.

Notes, and Gold and Silver Coin. These two items

together form what is known as the " Reserve
"
of the

Bank, and the Reserve is the most important item ap-

pearing in the Weekly Return, and the item on which

the attention of the Money Market is constantly fixed.
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On looking at the balance sheet of one of our

joint-stock banks, we find that the first item appear-

ing among the assets of such an institution is
" Cash

in hand and Balance at the Bank of England
"

;

but it is impossible to tell from this how much is

actual cash, and how much balance at the Bank.

The average proportion of " Cash and Bank of

England balance" to "liabilities to the public" held

by our leading joint-stock banks is about 1 5 per cent,

while the proportion of " Cash "
(Notes, and Gold

and Silver Coin) to "liabilities" with the Bank of

England has averaged 50 per cent, during the last

ten years, and the fall of its reserve to anything

like 1 5 per cent, would doubtless be coincident with

a world-shaking panic. The reason of this great

divergence in the proportion of cash in hand held

by the Bank of England in comparison with other

banks needs explanation, as do also the means

taken to maintain the Reserve at a figure of pre-

sumed safety.

The " Reserve "
is the reserve of the Banking

Department only, and has no connection with the

Issue Department as regards the convertibility of

its notes. The great importance that is attached

to the Reserve being maintained at a large figure

is due to the fact that not only can this Reserve
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be drawn upon for home requirements, but that it is

open to attack, and serious attack, from abroad.

As regards home requirements, the needs of the

public in usual times follow a regular course, and

one that is known and can be provided for before-

hand
;
but this is not the case as regards foreign

demands, and it is in connection with these demands

that most of the changes in the Bank Rate owe their

origin. If the directors of the Bank of England

had to deal with home demands only, the question

of fixing the Bank Rate would be an easy one that

is, of fixing the rate at which they are nominally

prepared to discount for the public and for bill-

brokers, and the rate which, by custom, governs the

interest allowed on deposits and in many cases the

rate charged for loans by other banks. But London

is the most open market for gold in the whole world,

and any country which requires gold for any purpose

can draw it from London with more ease than from

any other quarter. Hence our stock of gold is

peculiarly open to attack, and in fixing the Bank

Rate from time to time, the directors have to con-

sider the question of whether gold is coming to us

or leaving us. If gold is coming here in large

quantities, the Reserve will improve, money will lx

plentiful with ordinary banks, who will consequently
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be prepared to lend at cheaper rates considerably

below the advertised rate of the Bank of England

and that institution will gradually lower its rate so

w as to keep in line with the prevailing conditions.

On the other hand, if gold is leaving us in consider-

able quantities, the Reserve will of course fall, and

this will be followed by a gradual tightening of rates

in the Money Market, and the Bank Rate will be

raised, not only in order to check the export of the

metal, but to attract imports. Why a high Bank

Rate is likely to attract foreign gold to our shores,

and a low rate to have the contrary effect, will be

explained in a later chapter dealing with the Foreign

Exchanges.



CHAPTER VIII

THE GROWTH OF JOINT-STOCK BANKS

WE have already seen in dealing with the Bank

of England that the formation of a bank

with more than six partners was supposed to have

been expressly prohibited by the Bank's Charter.

The direct result of this presumed prohibition was

the establishment throughout the country of a large

number of small private banks. Many of these were

institutions of credit, ably managed and backed with

a fair capital ;
but the majority of them were weak,

and in times of trouble proved a source of danger

and loss to the community. The various financial

crises of the later part of the seventeenth and the

early part of the eighteenth century gradually

brought home to the people and the Government

the unwisdom of the system whereby the growth

of small banks was fostered, and the establishment

of large and wealthy institutions was forbidden. At

length in 1826 the Bank of England was by Act

76
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of Parliament compelled to part with a portion of

its presumed monopoly, and joint-stock banks were

allowed to be established outside a sixty-five-mile

radius from London.

It is somewhat remarkable that after the forma-

tion of joint-stock banks was at last permitted, very

small advantage was at first taken of the permission

thus afforded
;
one joint-stock bank was founded at

Lancaster, another at Bradford, and a third at

Norwich. But it was not until a period of com-

mercial prosperity set in that any considerable

number of such banks were founded. In the year

1833, however, and for a few following years, a

large number of provincial joint-stock banks sprang

into existence.

The presumed monopoly of the Bank of England

within the sixty-five-mile radius was next called in

question in London, and it was asserted that the

monopoly consisted only of a prohibition of the

formation of banks of issue, and steps were taken

to found a joint-stock bank in London. This was

strongly opposed by the Bank, which tried to have

its Charter so amended that its monopoly might be

complete. This proposal of the Bank of England

was, in its turn, strongly opposed by the Govern-

ment, which not only refused to alter the Charter,
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but, at the next renewal thereof, in 1833, actually

inserted a clause expressly permitting joint- stock

banks to be established within the sixty-five-mile

limit, provided that such banks did not borrow or

take up in England any sum or sums of money on

their bills or notes payable on demand or at less

than six months from the borrowing thereof.

No sooner had this clause become law than ad-

vantage was taken of it, and the formation of the

first joint-stock bank in London was commenced.

This bank was the London and Westminster, which

was established in 1834, and it was quickly followed

by the London Joint Stock Bank in 1836, and the

Union Bank of London and the London and County

Bank, both in 1839.

The London and Westminster Bank commenced

business in the city of London and at Westminster

in March, 1834; at that date the paid-up capital was

50,000 only; but that the bank quickly commanded

confidence, and began to gather together a lucrative

connection, can be gathered from the fact that by the

close of that year its balance sheet showed that it held

balances belonging to the public of over 180,000.

The paid-up capital had by then been increased to

about 180,000.

The earlier joint-stock banks which were established
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in London had to contend with many disadvantages.

They were not allowed by the Bank of England to

open current accounts with that institution, and the

private bankers would not allow them the facility of

being represented in the Clearing House an institu-

tion to which we shall refer later.

They were likewise troubled with legal difficulties,

as the position of the shareholders of such banks was

merely that of a common law partnership ;
and con-

sequently, in any action, the exact names of all the

shareholders had to be given, and all were parties to

the action. This inconvenience was remedied by

an Act passed in 1838, which allowed a banking

company to sue or be sued in the name of any of its

members ;
but the position of its shareholders still

remained the same as to their unlimited liability,

and it was not until the year 1858 that an Act was

passed allowing joint-stock banks to take advantage

of the system of limited liability; a system which was

first allowed to ordinary joint-stock companies by an

Act passed in 1855.

Another inconvenience with which these banks had

to contend was occasioned by the enactment provid-

ing that no such partnership could accept bills having

a less date than six months. Various expedients

were tried to circumvent this difficulty, but none were
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successful, and it was not until the year 1844 that

joint-stock banks were released from this incubus.

In spite of so many embarrassing and hindering

circumstances the joint-stock banks more than held

their own, and gradually increased theif wealth and

importance. From small beginnings they gathered

strength as the years rolled on, and little as the

originators of the movement may have imagined to

what colossal proportions the business would attain

to-day, the joint-stock banks of England and Wales

together hold deposits from the public exceeding the

enormous sum of 600,000,000 ;
a sum nearly equal

to our National Debt.

The number of our banks, both private and joint-

stock, has been decreasing for many years. This

is owing partly to the failure of the weaker banks of

both classes, but chiefly to the numerous amalgama-

tions of recent years. At the close of the year 1849

there were ninety-nine joint-stock banks established

in England and Wales, at the close of 1892 there were

one hundred and two, and at the close of 1902 only

sixty-eight, not including the Bank of England. These

banks then held deposits amounting to no less a sum

than 600,333,000. The decrease in joint-stock banks

in the last ten years, from one hundred and two to

sixty-eight, is remarkable
;

but this does not neces
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sarily imply any lessening of banking accommodation

to the public ;
on the contrary, the reverse is the case,

owing to the great increase in the number of branches

which have been established.

According to the Economist, there were 2,336 bank-

ing offices belonging to joint-stock banks open to the

public in England and Wales on the 3ist of Decem-

ber, 1891, whereas on the 3ist of December, 1901, the

number had nearly doubled and stood at 4,146. The

network of banks thus spread over the length and

breadth of the land has resulted in tapping new sources

of business. An enormous number of people now keep

banking accounts who previously did not do so, but

who used to pay cash for all their purchases and keep

their money in the proverbial stocking. Though the

average balances maintained by this new class of

customer may be small, it is a case of "
many a

mickle makes a muckle," and the aggregate of new

balances so obtained has largely helped to swell the

total balances in the hands of the banks. In 1892,

one hundred and two joint-stock banks of England

and Wales held balances amounting to nearly

400,000,000, whereas now, as already mentioned,

a sum exceeding 600,000,000 is in the hands of the

banks. It must be remembered, however, that a con-

siderable portion of this increase is due to the fact
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that a large number of private banks have been

absorbed by joint-stock banks during the ten years

in question, and that the balances held by the private

banks so absorbed were not included in the figures

of ten years ago.

Some of the joint-stock banks of London estab-

lished branches in certain mercantile districts of the

town early in their career, but they were slow to see

the advantage to be gained by opening branches in

the suburbs, and by catering for the wants of private

individuals, tradesmen, and the smaller classes of

merchants and manufacturers. But the conspicuous

success which attended the efforts of one or two

institutions in this direction, drew the attention of

other banks to the advantages to be gained by keep-

ing level with the growth of Greater London, and

providing what is required by its inhabitants. The

result is that the suburbs of London are now as well,

or better, provided with banking accommodation

than any other part of the kingdom ;
and so great

is the competition among various banks in this

direction, that the limits of discretion appear to be

overstepped in certain districts, as to the number of

branches which can possibly obtain a profitable

business from those localities.

As regards capital invested in banking companies,
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we find an increase, but not anything like the same

proportionate increase that the balances exhibit.

The paid-up capital of the joint-stock banks of

England and Wales at the end of 1892 (not includ-

ing the Bank of England) was about forty-four

million pounds, and by the end of 1902, or in ten

years, it had only increased to about forty-seven and

a half million pounds ;
and this in spite of the

capital represented by absorbed private banks not

appearing in the former total.

The " Reserve Funds" of the banks, however, show

a fairly satisfactory increase of six millions, from

twenty-eight millions to thirty-four millions in the

ten years.

Adding together the two items of Capital and

Reserve, so as to arrive at the total working capital,

we find that this has increased from seventy-two

millions in 1892, to eighty-one and a half millions in

1902, or an increase of little more than 13 per cent,

while the balances increased about 50 per cent, in

the same time. The uncalled and reserved (i.e.

capital which can only be called up in the event of

failure) capital of the banks increased from one

hundred and fifty millions to one hundred and sixty-

three millions, or an increase of slightly under 10

per cent.
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Turning from the consideration of the amount of

funds which the joint-stock banks have at the present

time within their disposition and control, to the

question of how they employ those funds, it is

interesting to note the changes which have taken

place during the last ten years. The main portion

of a banker's assets is divided between

1. Cash, and the balance maintained at the Bank

of England or with a London agent, and money at

call or short notice.

2. Investments.

3. Discount and Advances.

As regards these three items, we find the following

changes have taken place during the last ten years.

At the end of 1892 the joint-stock banks held nearly

ninety-four millions in cash, etc. ; they now have

nearly one hundred and sixty-five millions. This

represents an increase of about 75 per cent, and is a

very satisfactory feature in present-day banking,

indicating that the question of keeping a stronger

cash reserve is receiving attention, the liabilities in

the time having increased only 50 per cent. As

regards investments, ninety-five millions was held

in this form in 1892, against one hundred and thirty-

one millions ten years later, an increase of 38 per
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cent.
;
while Discount and Advances have increased

from two hundred and eighty
- three millions to

three hundred and eighty- seven millions which

represents an increase of about 37 per cent. These

proportionate increases of Cash, Investments, and

Advances and Discounts have taken place while the

balances have proportionately increased 50 per cent.

In the next chapter we shall proceed to examine in

more detail the composition of the balance sheets of

banking companies, and the relative proportions

which the items appearing therein bear to each

other, or should bear to each other, to be in

accordance with the system of business maintained

by our leading banks.

For ready reference we append on the next page

a short table relating to the figures which we have

been considering in the present chapter. These

figures amply show the advance made by joint-stock

banks during the last ten years.
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AGGREGATE FIGURES OF THE JOINT-STOCK BANKS

OF ENGLAND AND WALES (EXCLUDING THE

BANK OF ENGLAND)

,000,000 omitted (except in the last two columns)



CHAPTER IX

JOINT-STOCK BANK BALANCE SHEETS

THE object of a joint-stock bank is to pay a

dividend on its share capital at a rate as high

as can be earned consistently with the performance of

the main obligations of such a bank, that is, the

safeguarding of moneys deposited with it by cus-

tomers, and of capital subscribed by shareholders.

With regard to moneys deposited, it must be borne

in mind that the relation of banker and customer is

that of debtor and creditor; and as the bulk of a

banker's liabilities is repayable in cash on demand,

without notice of any kind, it behoves him so to

conduct his business that he may be in a position to

meet any demand, and that without delay or hesita-

tion or ruin stares him in the face.

We have already seen that before banking as we

understand it was practised in England, moneys were

deposited with the goldsmiths for safe keeping only

and that in course of time the goldsmiths realised

87
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that they were never called upon, at any one time,

to repay the whole amount deposited with them;

that an undemanded portion always remained in

their hands which they could safely use for their

own profit. This principle, indeed, constitutes the

foundation of modern banking. But the question

of what demand may be made on any particular day,

or during any given period, has to be considered

and provided for by each banker for himself. Experi-

ence teaches that on an average over any lengthened

period the payments are met in the aggregate, and

more than met, by new deposits. This is evidenced

by the steady growth of balances held by the banks.

The receipts for any one particular day, or during

any short period, however, may, and frequently do,

fall short of the payments. At the end of each week,

for example, bankers lose a large amount of cash,

which is drawn for wage-paying purposes, and it is

not for several days that this cash gradually dribbles

back through tradesmen paying in the money they

have received from the wage earners. A similar

depletion of cash takes place at the end of each

month for the payment of salaries. Again, about

the middle of each month suburban and provincial

banks have their balances depleted owing to retail

customers paying the monthly accounts of their
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wholesale houses. (This latter demand is not for

cash, however, but is satisfied from the Bank of

England balances, which, of course, has the same

ultimate effect as if actual cash were drawn.) At the

end of each quarter there is also a disturbance of

balances for rents then falling due
;
and finally, in

the summer and autumn months much actual cash

is taken temporarily from the banks for harvest and

holiday requirements. Thus the banks lose a portion

of their cash or bank balance on certain days and at

certain seasons of the year. These demands are all

known demands, and the banker is prepared accord-

ingly.

It is not sufficient, however, that a banker should

be in a position to meet known demands
;
unfore-

seen demands may be sprung upon him at any

moment, and he must be prepared to meet them

immediately they arise. Mr. Bagehot, in his Lom-

bard Street, writes as follows of these unexpected

demands :

"
Any sudden event which creates a great demand

for actual cash may cause, and will tend to cause,

a panic in a country where cash is much economised,
and where debts payable on demand are large.

In such a country an immense credit rests on a

small cash reserve, and an unexpected and large
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diminution of that reserve may easily break up and

shatter very much, if not the whole, of that credit.

Such accidental events are of the most various

nature : a bad harvest, an apprehension of foreign

invasion, the sudden failure of a great firm which

everybody trusted, and many other similar events

have all caused a sudden demand for cash."

A banker therefore fortifies himself against any

sudden or unexpected call by keeping much more

cash in his till than he is ever likely to require in

normal times
; by maintaining a large balance with

the Bank of England which to all intents and pur-

poses is equivalent to
" cash

"
in the till

;
and by

lending out large amounts to bill-brokers, which

advances are fully secured, and are repayable either

on demand or at short notice. He is able to arrange

the amount advanced in this way from day to day

by lending further sums or calling in loans

according to the circumstances of the moment, so

that he can maintain that amount in "cash" or "bank

balance" which he considers necessary for his safety.

So we see that "cash" and "balance" at the Bank

of England together constitute a banker's first line

of defence they are, so to speak, his
"
firing line

"

and the money which he lends to the bill-brokers

constitutes the
"
supports

"
to the

"
firing line."
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The next defence which a banker maintains against

possible pressure is represented by the amount in-

vested in securities. Investments yield on an aver-

age a higher return than sums lent at short notice or

call
;
but it must be remembered that securities are

not so easily realised, if the necessity should arise.

Of these investments a large portion is represented

by Consols, as, in case of need, these can always be

sold for cash at very short notice, or in case of great

pressure doubtless the Bank of England would be

willing to make advances on the security of this

stock. Of securities guaranteed by the British

Government, other than Consols, there will probably

be a large holding, although these securities might

not in time of panic be so readily realisable as

Consols. Yet it is probable that the Bank of Eng-

land would, in order to avert disaster, accept such

stocks as security against advances. Other high-class

securities which yield a somewhat higher return will

also probably be held to a large amount. A banker,

however, should not rely too much on these securi-

ties for purposes of realisation in time of monetary

pressure, it being quite possible that at such times

there would be no buyers of any class of securities,

with the probable exception of Consols.

After making due allowance for "cash," "bank
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balances/'
"
call money," and "

investments," a bankci

employs the balance of his funds in discounting

bills, buying bills from the market, and making

advances to customers.

As the dates when bills fall due for payment are

fixed, if for any reason a banker deems it prudent

to increase his "cash" and "bank balance," he can

readily do so by letting his bills in hand mature,

and not taking up new bills in their place. It is

open to the banker to sell the bills he holds, that

is, to rediscount them, if he choose to do so
;
but

this course is not practised at the present day,

except by a few country banks. Moreover, in the

event of a panic, probably no one can be found to

buy bills, so that they are not in practice realisable

before the maturity dates. As an illustration of this,

it may be mentioned that on one occasion during the

crisis of 1847, it was found to be impossible in the

city of London to discount even an Exchequer Bill

of the English Government.

Of the various investments of a banker,
" advances

to customers" are the most difficult to realise in

time of pressure, as the wherewithal for the cus-

tomers to repay their advances is then wanting, and

in their efforts to obtain necessary funds the danger

would only be aggravated, In such times, indeed r
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the commercial world requires extra assistance to

avert an actual crash.

" Premises
"

is an item appearing among the assets

in balance sheets of joint-stock banks. It is probable

that in many cases the value of the premises largely

exceeds the figure at which they are put in the

accounts, and hence they constitute a hidden reserve
;

but the investment, by its nature, is one that cannot

readily be made available to meet sudden demands.

We see, therefore, that a banker's assets usually

consist of the following six classes of invest-

ments :

I. Cash in the till and balance with Bank of

England (or London agent).

II. Money lent at call or short notice.

III. Investments

(a) Consols;

(b) securities guaranteed by the British

Government ;

(c) other securities.

IV. Bills under discount.

V. Advances to customers.

VI. Premises and sundries.

The first three of these classes constitute what is

known as a banker's "
liquid assets."
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TABLE SHOWING, IN THE CASE OF NINE REPRESENTATIVE JOINT-
STOCK BANKS, THE PERCENTAGES OF THE VARIOUS CLASSES
OF ASSETS RESPECTIVELY TO THE AMOUNT OF LIABILITIES TO
THE PUBLIC.
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cent, to 25 per cent, and in "investments," where

they vary from 11 per cent to 31-5 per cent

The figures given are those of one particular day,

and that a day on which, according to popular belief,

some of the banks indulge in what has been called

by the Press
" window dressing

"
that is, adjusting

to a greater or less extent the amounts held in the

respective classes of securities, with a view to the

presentation of more impressive figures in the

balance sheet to be published as at that day. Had

we the actual daily records of the various banks at

our disposal, it is not improbable that a greater vari-

ation would be shown in the items of "cash" and

"
call money

"
;
but these figures are not available.

It is true that most of the banks now publish monthly

statements as to their position, and it is a noticeable

fact that while some banks issue these monthly state-

ments as on the close of business of the last day of

each month, others vary the day on which the state-

ments 'are made up ;
and it is open to conjecture that

this variation of date is with the object of making

a better showing.

It must not, however, be inferred that such a

course as this (" window dressing
M
) is the usual one

adopted by our banks
;
but it is a method of business

which is possible, and which rumour has it is pursued



96 THE MONEY MARKET

in certain cases. This explains such remarks in the

money articles as, "Money was in request to-day,

owing to a large amount being called off the market

by the banks for window-dressing purposes."

As regards
"
call and short

"
money, it is possible

that in time of actual panic a considerable portion of

it would not be repaid when "called," especially as

regards the " short
"
money. It is generally believed,

though not stated in any balance sheet, that a large

part of this
" short

"
money is not lent to the bill-

brokers, but to the Stock Exchange that is, to stock-

brokers. Loans to the Stock Exchange are fixed

from one account to the next (about a fortnight

ahead), and are then supposed to be paid off if

required. In time of difficulty, however, would or

rather could this money be repaid by the various

brokers to whom it is lent ? Supposing a broker had

a loan of 100,000 secured on American railroad

shares, and a crisis suddenly developed, from where

could the broker obtain the money to repay the

advance if it were called in ? He would not be able

to sell the shares without serious loss, if at all
;

and he would have great difficulty at such a time

to induce another banker to make him a fresh

loan. In all probability the loan would not be

repaid, however much the lending banker was
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desirous, or in need of regaining possession of his

money.
Therefore such loans to the Stock Exchange (ex-

cepting, perhaps, amounts secured on Consols or

such like) cannot fairly be entered under the heading

of "
call and short

"
money in a balance sheet. It is

desirable, for these reasons, that balance sheets should

give more explicit information than is usually the

case
;

and more particularly they should specify

separately the amounts lent to the bill-brokers at

"call" and "notice," and the amount lent to the

Stock Exchange from account to account.

Turning to the question of "investments," it may
be noted in our table that those banks which show

only a small proportion of "call" money, in most

cases show a large proportion of " investments
"

;

while, on the other hand, those which show a large

amount at "call" hold only a small amount in

" investments."

The table exhibits a wide divergence in the pro-

portions of " investments
"

held. These proportions

vary from II per cent, to 31*5 per cent. The actual

proportion of investments held, however, is not of so

much concern as the nature of the securities which

compose the investments
;

that is, whether or not

they are readily realisable in case of need. The
H
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classes of investments are fairly shown in most bank

balance sheets, and from a study of these some useful

information can be gained. As an illustration of this,

bank E in the table on page 94 shows in its balance

sheet approximately the same holding in Consols as

bank I, but the latter bank has deposits from its

customers of twice the amount shown by the former.

Now if bank E were to reduce its Consols by one-

half (giving the same proportion as I), and put the

proceeds in "cash" and "call money," its position

would appear thus (using the actual figures of Consols

shown by the balance sheets of the two banks)

Cash and call money . 23 per cent.

Investments . . 24 per cent.

while bank I (as shown by the table) stands

Cash and call money . 32 per cent.

Investments . 1 1 per cent.

This somewhat reduces the wide disparity at pre-

sent shown in the respective figures, and it is quite

possible that this difference could be still further

reduced if we knew the actual amount held by each

of these banks in securities, other than Consols,

guaranteed by the British Government, and made

the same assumptions with regard to these as in the

case of Consols. As a matter of fact, considerably
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more than half of the 26*6 per cent, of investments

held by bank E appears in the balance sheet of the

bank as being composed of such securities, and these

might prove a more valuable asset in time of trouble

than so much money nominally at "call" or "short

notice."

From this example we can see that in examining

the balance sheet of any bank, particular attention

must be paid to the composition of the investments,

whether they are of such a character that one may

fairly rely on being able in time of stress to realise

them immediately, or, in the alternative, borrow from

the Bank of England on their security. We may

repeat, as the matter is of importance, that the actual

amount of securities held, or the proportion which

they bear to the total balances, is not of such import-

ance in the case of a bank, as the nature of the

securities which form the investments. One London

bank's investments simply consist of a large holding

of Consols; and though times might conceivably

come when it would be impossible to realise even

such a holding at short notice, yet such an invest-

ment forms a backbone and reserve which cannot be

Overestimated.

Having considered the securities which constitute

the "liquid assets
"

of bankers, we will now briefly
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turn our attention to the manner in which the re-

mainder of bankers' funds are usually utilised. As

we have already seen, this remainder is used mainly

in discount operations and advances to customers,

while a certain amount is generally sunk in premises,

etc. These three items have been classified together

in our table, as the necessary information is not given

in some of the published balance sheets to enable us

to specify them separately. As regards
"
premises,"

it may be repeated that though they form a valuable

asset, yet they are not an available one, and would,

generally speaking, only be realised in the event of

a winding-up.

The bills held under discount comprise bills which

are discounted for the customers in the ordinary

course of business, and also bills bought from bill-

brokers
;
and they constitute a fairly available asset.

The " Advances "
to customers is a security of a

very fixed nature. In times of trouble it is the asset

most difficult of realisation, and it is the rock on

which the majority of banks which have come to

grief have struck.

No information respecting this asset is vouchsafed

in any balance sheet beyond the bare total. It is

a known fact that banks are lenders on practically

any kind of security which has a fairly steady value.
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and in which there is a " market "
; stocks, shares,

produce, houses, lands all are offered as security,

and all are accepted under various conditions. But

it is of the utmost importance that bankers should

closely watch and scrutinise the aggregate of advances

which they may make upon any one kind of security,

so as to keep the amount within due limits. If too

large a sum is advanced on one kind of security, and

that security should become much depressed in value,

the banker may be caught between two fires : on

the one hand, the customers who have deposited this

security will, from its fall in value, have become

financially weakened, and perhaps not be in a posi-

tion to repay the advances
;
and on the other hand,

if the banker wish to repay himself by realising the

securities, he may find that the margin of value has

run off, and what can be obtained by selling the

securities in the market will not cover the advances,

or possibly, for the time being, they will prove to be

unsaleable. Thus he will be left in the dangerous

position of having a considerable proportion of his

assets indefinitely locked up, and a certain number

of his customers in a weak and reduced condition

financially.

Neglect of the precaution of spreading advances

over different suitable classes of investment has
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brought many banks to ruin in the past, and under

similar conditions would do so in the future. This

danger is not now so pressing as in former times.

Owing to the present custom of establishing branches,

and to amalgamations, the operations of banks are

now frequently spread over wide areas, and therefore

automatically their advances tend to spread over many
more industries and securities than was formerly the

case. When banks were more local, their prosperity

rose or fell with the industry and conditions of their

particular district.

We see then there is danger in locking up too

large amounts in advances on any one class of

security. But there is an equal danger in advancing

too large sums to a few customers. A firm may
be of very good standing and report, and keep a

first-class and highly remunerative account with its

banker. From time to time it has advances from

its banker, which he is very glad to make, and

which are regularly repaid. But a time may come

when an advance may not be repaid when due;

instead, a further advance is asked for. This is made

without question, and probably further advances,

always increasing and never reducing. After a time

the banker may become a little fidgety, and cautiously

suggest a reduction, but will probably be told that
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ample funds will come to hand shortly. When this

time comes the funds may not have been received,

and the customer may insist that he must have

further help, or he will not be able to meet his

obligations. The banker should require ample cover

before advancing further sums
;
but if he is weak

and yields to pressure, matters will go from bad to

worse, until the customer may practically rule and

command the bank, the two concerns will be in-

volved together, and when the customer "
goes

"
the

banker will go too, or at the best suffer a big and

weakening loss not only loss of money, but loss

of credit, which will affect him seriously in the future,

and may ultimately cause his fall.

This danger is not a hypothetical one. It is un-

fortunately founded on fact. It was this cause which

led to the disastrous and all-reaching failure of the

City of Glasgow Bank. When the position of that

bank was examined it was found to have lent as

much as six million pounds among four customers.

Gilbart says :

" Almost every bank that has failed

can point to some one, two, or three large accounts

to which it mainly attributes its failure."

On looking at the last column of our table we see

that all the banks hold assets in excess of liabilities

to the public ; the excess is in respect of the capital
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and reserve fund. As an additional security for the

depositors, each bank has only a part of its subscribed

capital paid up. The remainder, the uncalled capital,

constitutes an extra reserve for the benefit of the

depositors.

The profits made by joint-stock banks are high,

the majority of dividends varying between 10 and

20 per cent.; and notwithstanding such satisfactory

dividends, large reserve funds have been accumulated

from undivided profits. These reserve funds in

some cases equal, and even exceed, the total of the

paid-up capital. It may be added that many of

the banks are popularly credited with holding other

reserves which do not appear in their balance sheets.



CHAPTER X

THE BILL-BROKERS

THE
business of the bill-broker is one that has

grown up during the past century chiefly

during the latter part of it. A bill-broker acts the

part of an intermediary between banker and merchant.

At first glance the need of such an intermediary is

not very apparent, considering the large number

of banks now in existence which keenly compete

for business. On looking further into the matter,

however, the importance and utility of the bill-

brokers, both to banker and merchant that is,

to those who wish to buy bills and those who

have them to sell become apparent.

To undertake the business of discounting bills

successfully great knowledge and discrimination are

necessary ; knowledge that can only be obtained

by experience, and discrimination by keeping in

touch with the changes occurring in the standing

and position of the mercantile and financial com-

105
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munity. As with the rest of the world, merchants

and financiers do not stand still
; they progress or

they fall back. Many bills which in 1893 would have

been treated as first-class paper are now, in 1903,

looked at askance
;
while the acceptances of many

firms who were unknown ten years ago are now

readily taken. It is the business of the bill-broker

to keep himself thoroughly informed of the " stand-

ing
" and "position" of the mercantile community,

so that he can readily discriminate good bills from

doubtful ones.

A bill-broker does not confine his operations to

what is called
" bank paper

"
that is, to bills accepted

or endorsed by one of our well-known banks or lead-

ing finance houses but he is prepared to deal in bills

accepted or endorsed by members of the ordinary

mercantile community, provided he is satisfied as to

the position of the parties whose names appear on

the bills. These latter bills are called
" trade bills."

The rate for discounting such bills is always some-

what higher than the rate for bank paper because of

the slightly greater risk.

The bankers of the present day discount a large

number of bills for their customers in the ordinary

course of business. Bills obtained from this source,

however, do not meet a banker's requirements in
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several particulars. For one thing, the amount of

bills offered directly to bankers for discount is not

sufficient, as a general rule, to satisfy their demands
;

and, moreover, a banker has no power of regulating

the supply of bills offered to him in this way. One

day he may be asked to discount bills to a very large

amount, when he is not anxious to increase the

amount of his holding of bills
;
on another day he

may wish to increase his holding, but none may
come forward. And lastly, with bills offered for

discount by ordinary customers a banker has no

power of so picking his bills that he can ensure

having a large amount of bills maturing at any

given period, when he anticipates that he will re-

quire to increase his cash. But all these conditions

can be met by dealing with the bill-brokers. A
banker can obtain bills to any desired amount from

the bill-brokers, he can regulate the supply of the

same according to his wishes, and he can stipulate

that the bills sent in by the bill-brokers are to

mature within any given time thirty days, sixty

days, ninety days, and so on
;
and he is thus in a

position to provide automatically for an expected

demand for cash at certain times, by the maturing

of bills.

Bankers therefore find it easier, and, owing to
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the broker's specialised knowledge of the position

of parties, on the whole safer, to buy bills from the

bill-brokers than to try to obtain directly all that

they require. Bills so purchased possess a further

advantage, for not only are they secured by the

names on them, but, in addition, they usually carry the

guarantee of the bill-brokers as well
;
and this, when

dealing with large and wealthy firms, is a distinct

advantage. It must also be remembered that there

are a large number of banks principally country

banks who are so situated that in the ordinary

course of business they never have what is called

"Ai paper" offered to them for discount, and yet

they require to invest a certain amount of their funds

in such bills. These institutions of necessity make

use of the bill-brokers to satisfy their needs.

In consideration of the bill-broker's guarantee, and

of having had the advantage of his knowledge in

selecting and collecting bills, a banker is content to

buy bills from a broker at a slightly lower rate than

the ruling market rate, usually fth or T\th per cent,

per annum lower. For instance, if bank or first-class

paper is quoted in the market at 2|ths per cent.

per annum for bills due in three months' time,

bankers would buy such bills from the broker at

2\ per cent. The broker thus makes a turn of
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about ?\nd per cent, on the deal, but in active times

this
" turn

"
is often divided with the merchant from

whom he buys. This profit may seem small, but

when the enormous turnover of a bill-broker is taken

into consideration, it is apparent that the total profits

derivable from this business are very considerable.

This is confirmed by the satisfactory dividends paid

by the two or three public companies conducting

discount business.

Looking at the other side of the question, persons

who have good bills to discount find they have a

readier market in the bill-brokers than in the banks,

and practically all the first-class bills throughout the

country find their way to the London market for

discount.

In order to keep their connection, bill-brokers

must be prepared to do business in good bills at any

time, to practically any amount ;
and to be in a

position to do this, they rely either on borrowing the

necessary funds from the banks, or on selling some

of their stock of bills in hand to the banks. The

interest on the call and short-notice money borrowed

from banks is on an average materially lower than

the rates at which bills are discounted, and conse-

quently a profit is made by the bill-broker (who

holds the bills he buys), of the difference between the
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two rates
;
and when bills are sold to the banks a

turn is made on the transaction, as we have already

seen. Competition among the various brokers, how-

ever, is always tending to keep down rates, and

consequently the profits of the business.

Bill-brokers also buy very large amounts of trade

bills from colonial, and in some cases foreign banks,

which are endorsed by the banks in question. These

bills, when not held by the brokers, are sold to

various banks throughout the country, and of course

form a first-class security. It may be mentioned

that it is not the custom now for any London bank

to rediscount bills which they may have discounted

for their customers, and only in very rare instances do

country banks adopt this course, though the names of

two or three of such sometimes appear as endorsers.

Unlike a banker, a bill-broker has to pay interest

on all his working funds, and this makes him

anxious always to utilise those funds to their fullest

extent. Unlike a banker also, he has no large

reserve of idle funds to keep for meeting sudden

demands. Should such demands arise, he relies on

being able to borrow from banks or elsewhere,

sufficient funds to meet those demands, or, as a

last resort, to obtain assistance from the Bank of

England.
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As regards the funds with which the bill-brokers

conduct their business, we have already seen that

they are largely borrowed from various banks. The

business is very simple, and is marked by an absence

of any kind of red tape. Every morning the repre-

sentatives of the brokers call on the banks with

which they do business, and ascertain whether the

latter wish to lend any more money, or if any of the

money already borrowed is required to be repaid ;
at

the same time usually arranging the rate to be paid

for money. They also ascertain if the banks wish to

buy any bills, and arrange the rate for such business.

In the case of money being lent to a broker, he

simply sends in security to cover the advance, and

draws a cheque on the banker for the agreed amount.

In the case of money being
" called in

"
by a banker,

the broker sends in his cheque on some other banker

for the sum called, and takes away a corresponding

amount of security.

The securities deposited by bill-brokers for loans

of this class consist either of first-class bills or what

are known as "
floaters."

" Floaters
"

are bearer

securities of the highest class, such as Consol

certificates, the debentures of certain Indian rail-

ways, the bonds of the Corporation of London and

the London County Council. They obtain the name
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of "
floaters

" from the fact that they float from bank

to bank, as one bank calls and another lends.

In the case of a banker buying bills from a broker,

the broker sends in a parcel of bills which roughly

amount to the agreed figure, and draws a cheque

for the amount less the discount. It is not usual for

brokers to endorse the bills they so sell, but they

give the banker a continuing guarantee in respect

of all the bills which he may buy from them from

time to time.

It frequently happens at certain seasons of the

year when there is a pressure for money, or on

special occasions such as on the issue of a big

public loan, when a large amount of bankers' floating

balances is temporarily withdrawn that heavy de-

mands are made on brokers to repay money they

have at "call" from the bankers. The brokers are

then placed in the position of having large sums to

repay, and as none of the banks are lenders, they

are forced to apply to the Bank of England for

assistance. The brokers are then said to be "
in the

Bank," and they usually try to get out as soon as

they can, in order to escape the higher interest there

demanded from them. Formerly the Bank of

England declined to discount any bills for brokers

and would only make them temporary advances
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This rule, however, is now relaxed, and the Bank

will either discount approved bills at the "
official

"

rate, or make temporary advances. The bills dis-

counted with the Bank of England are not supposed

to have more than sixty days to run before maturity,

and must bear the names of at least two British

firms, one of which must be the acceptor.

The advances made by the Bank of England are

not at "call," as with other banks, but for a fixed

number of days, never less than three, and some-

times for as many as ten. The rate charged varies

from Bank Rate to J per cent, or even i per cent,

above that rate.

It follows from this that when brokers have to

obtain assistance from the Bank, the rate for money
in the open market at once begins to stiffen, as

demand exceeds supply ;
and if any considerable

amount has to be borrowed from the Bank, the out-

side rate will rise until it is on a level with the

Official Rate
;

or even slightly higher, if the Bank

is charging above the Official Rate for its advances.

Generally speaking, the aggregate amount of

money from all sources available for the use of the

market keeps approximately at a level figure, but

a portion of it is not always in the same hands
;

and it is this shifting balance of market money
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which really controls the rates charged for the use

of the whole of the money. If this shifting balance

finds its way into the Bank of England, all rates

harden, owing to the competition among brokers to

obtain money without applying to the Bank. On
the other hand, if the shifting balance passes into

the coffers of the bankers, the competition among
them to lend their funds will tend to reduce the

rate of interest which can be obtained for the use of

the money.



CHAPTER XI

THE CLEARING HOUSE

AWORK dealing with the subject of the Money
Market would not be complete without refer-

ence to the Clearing House the institution by which

our enormous financial operations are adjusted.

Without such arrangements as are carried out so

practically and automatically by the Clearing House,

it would be impossible to carry on our present trade,

and our banking system could not have developed

into such a high state of efficiency as we at present

find.

Although our Clearing House has now been

established for more than a century and a quarter,

London cannot lay claim to be the originator of

the clearing system. Edinburgh established such a

system some years before its adoption in London,

and a somewhat similar arrangement appears to have

been in vogue in certain continental towns, it is said,

since the sixteenth century.

"5



THE MONEY MARKET

Up to the year 1775 all the cheques which a

London banker held on other London bankers were

presented daily to the bankers on whom they were

drawn, and paid in cash or notes. Such a system

was very inconvenient to both the collecting and

the paying bankers, as not only did it entail the

trouble of sending out clerks to present the various

cheques, but every banker was bound to keep an

unnecessarily large stock of cash and notes in his

till, in order to be prepared to meet in cash any

demand which might be made upon him. There

was also considerable risk in the clerks' carrying

about such large amounts of notes and gold.

In the year 1775 certain of the private bankers of

London arranged a scheme between themselves

whereby to minimise this inconvenience and risk.

They hired a room in which the representatives of

each bank met daily, and exchanged the cheques

and bills which they held on each other. The

balances only which each bank had either to receive

or pay were settled in cash. By this means a great

saving was effected in the use of actual cash, and

the risk of transfer of large sums from bank to bank

was to a large extent reduced.

At a later date the use of actual cash was still

further economised. Each of the banks represented
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in the Clearing House was compelled by regulations

to keep an account at the Bank of England. After

this regulation came into force, instead of cash being

paid or received at the end of the day, as was formerly

the case,each banker's account at the Bank of England

was either credited or debited with the balance due

to or by him on the aggregate of his daily trans-

actions.

When the Clearing House was first established it

met with much opposition, although its advantages

were so apparent. Several of the largest bankers

refused to countenance it. In course of time, how-

ever, the great advantages it possessed wore down

all opposition, other bankers joined the "clearing,"

a regular set of rules was drawn up for the conduct

of its business, and a committee of bankers was

appointed to supervise its working.

On the establishment of joint-stock banks in 1833

they were prohibited from enjoying the facilities of

the clearing system, owing to the jealousy of the

private banks. It was not until 1854 that this

jealousy was overcome, and the joint-stock banks

permitted to join the Clearing House
;
but the Bank

of England did not take advantage of the system

until ten years later.

In the year 1858 the Country Clearing system was
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established. Under this arrangement all cheques on

country banks held by other banks are passed through

the Clearing House into the hands of the London

agents of the banks on which they are drawn. The

London agent sends by post each night to the various

country banks which he represents, a parcel of cheques

consisting of the whole of the cheques on each re-

spective country bank which have been passed to him

through the clearing. Each of the country banks

has thus but one remittance to deal with each morn-

ing, instead of numerous remittances from banks

situated all over the country. On the other hand,

the trouble to which each bank was formerly put

of forwarding all country cheques received direct to

the various banks on which they might be drawn

was done away with.

The West End and suburban banks of London

cannot, by reason of distance, be directly represented

in the Clearing House. A system, however, is in

operation by which practically the total of their daily

transactions becomes merged in the total figure of

each day's clearing. Cheques presented to these

banks by other banks are paid by what is known as

a "
payment." A "

payment
"

is in effect a draft on

their head office or clearing agent, and these drafts

are passed through the Clearing House.
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By these various developments it has come about

that the vast majority of bills and cheques passing

through the hands of bankers, throughout the country,

become focussed in the London Clearing House, and

the returns of that institution, showing the total of

the daily transactions with which it has dealt, con-

sequently afford a good barometer of the state of

trade throughout the country, the figures rising or

falling as prosperity or depression affects our com-

mercial condition. The returns are now published

weekly, and the figures there shown are stupendous in

their amount the average daily clearing on ordinary

days for the year 1902 amounting to .15,559,600,

and on Stock Exchange settling days to 38,961,800,

while the grand total for the year amounted to the

record figure of 10,028,742,000.

Without going into detail as to the exact mode of

procedure carried out in the working of the clearing

system, we will roughly delineate the manner in

which the transactions are brought to a head at the

close of each day's work.

The clerks of each bank represented in the Clear-

ing House make out a summary at the end of each

day, showing the amount of the "
articles

"
(cheques,

bills, and drafts) which they have handed to the

representatives of other banks, and the amount of the
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articles handed to them by other banks, and the

difference of these two figures shows the net amount

which has to be received or paid as the result of the

aggregate of all their transactions.

All the clearing banks must keep an account at

the Bank of England, and a nominal account is kept

at the Bank, called the "
Clearing Bankers' Account."

At the close of each day the amount owing by each

bank, which on balance has to pay, is debited to that

bank's account at the Bank of England, and credited

to the "Clearing Bankers' Account"; while as regards

those banks which have to receive on balance,

the "
Clearing Bankers' Account "

is debited, and

the account of those banks credited. Thus while

the Clearing Bankers' Account at the Bank is auto-

matically balanced each day as, in the aggregate, the

credits of one set of banks must be balanced by the

debits of the other set the whole of the enormous

total of transactions thus brought to one head is

settled by a few dozen entries in the books of the

Bank of England.

Quite recently, and not before it was absolutely

necessary, the building of the Clearing House was

largely extended, and the internal arrangements re-

organised, giving greater facility for the work carried

out there
;
and an innovation has been made in
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supplying Burroughs' Automatic Adding Machines

for the use of the clerks of the house. About one

hundred and forty of these machines are now in use,

and though when they are all at work the Clearing

House is certainly not the quietest spot in the City,

yet the convenience and great economy of time and

labour resulting from their use cannot be fully appre-

ciated by any except those in daily touch with the

work.*

*
Since the first edition of this book was published a new clearing

has been established, called the
"
Metropolitan Clearing." By means

of this new system, cheques on various branch and private banks

situated within a certain radius of Lombard Street are collected

through the medium of the Clearing House and the head offices of the

various banks, and the total of such collections is brought into the

daily general settlement of the "House," thus swelling the already

enormous figures. This system has certainly increased the efficiency

and unification of the Clearing House, and it has almost entirely

eliminated the well-known " walk clerk."



CHAPTER XII

FOREIGN EXCHANGES

IN
the course of this book reference has been

made on several occasions to the influence on the

Money Market of the foreign exchanges. It will be

impossible in the course of a short treatise such as

this to enter fully into details and technicalities.

Anyone wishing to obtain a fuller explanation of the

subject cannot do better than study Mr. George

Clare's book entitled The A B C of the Foreign

Exchanges.

Bills of exchange have been used in settling com-

mercial transactions since very early times. The

Romans appear to have employed them to some

extent, but it is to the early Italian, and even more

to the early Jewish merchants, that we owe the

development of the system. By the fourteenth

century the use of bills was firmly established, and

their form, and the laws and customs relating to

them, were much the same as at the present day.
122
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Before inquiring into the effects which the foreign

exchanges have on our Money Market, we will state

clearly what a foreign bill of exchange really is.

When a foreign bill is bought, what is it that is

bought? The transaction is simply this, that so

much money is paid here for the right to so much

currency of a certain country to be delivered at once,

or at a given date, at a certain place, to the buyer of

the bill or to his nominee. The bill itself is merely

an order to pay, and the transaction resolves itself

into bartering so much money of one country for so

much money of another country, to be delivered at a

specified place and time.

The value of the imports of the United Kingdom
for 1901 was 522 millions of pounds, and of the

exports 348 millions, together nearly 900 million

pounds; and to understand how these huge trans-

actions were settled financially, it is necessary to

have some knowledge of the principles and customs

of foreign exchanges. It is common knowledge that

we do not pay gold for our imports nor receive gold

for our exports. The imports are paid for mainly

by the exports, the balance being made up of sums

due to us for interest on capital invested abroad, for

repayment of money invested abroad, and for

freights, etc. Some gold, however, does enter into
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the settlement of these transactions. This gold is

sent from country to country, centre to centre, and

further on in this chapter we shall see the causes of

these movements and the effects arising from them.

There are certain technical terms used in con-

nection with the foreign exchanges which must be

clearly understood before it is possible to follow the

various fluctuations in exchange rates, and the effect

on our monetary position which such fluctuations

produce.

We will consider one or two transactions between

London and Paris as a practical illustration of these

terms. Suppose a London merchant, A, owes to a

Paris merchant, B, 25,000 francs. How can he pay

that debt, and how much will it cost him to do so ?

He may either buy a draft on Paris and remit it to

B, or instruct B to draw on him, or he may actually

send gold. For the moment we will assume that he

decides to send gold. How many sovereigns will A
have to send so that B may receive the equivalent

of the 25,000 francs due to him ?

There are two ways of looking at a sovereign :

one is that a sovereign is a sovereign, a coin of the

realm, which everybody is pleased to possess ;
the

other is as a piece of the precious metal which, by

our English law, contains 7-988 grammes of standard
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gold standard gold, by our law, consisting of eleven

parts pure gold and one part alloy. A franc, or

rather a twenty-franc piece, can be looked at in the

same two ways. According to French law, a kilo of

gold, containing nine parts pure gold and one part

alloy, is coined into 155 twenty-franc pieces. From

these two sets of figures, by a simple calculation, we

find that the pure gold in one sovereign is equal to

the pure gold contained in 25*2215 francs; that is,

that as regards intrinsic worth, one sovereign is

equal to 25*2215 francs, and this exchange of 25*2215

(usually regarded as 25*22) is what is known as the

" Mint Par "
between England and France. A Mint

Par represents the fixed intrinsic value of the

currency unit of one country, expressed in terms of

another country, which uses the same metal as a

standard of value.

Thus when A sends gold to Paris to liquidate the

debt, he must, on this basis, send sovereigns contain-

ing in the aggregate just the quantity of pure gold

contained in 25,000 francs. This at the Mint Par of

25*22 is about 991 5*. 6d. But A must also pay
for carriage and insurance of the parcel of coins, and

these charges, we may assume, will amount together

to 10 centimes per , which, on the remittance in

question, would amount to 3 iSs. yd. The total
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cost will therefore be 995 4s. id.> which represents

an exchange at the rate of about 25*12!.

Therefore if A liquidates his debt to B by sending

gold, for each sovereign expended he only obtains

the right to 25*1 2j francs in Paris. This rate is

called the "
Export Specie Point," or "

Export Gold

Point," between England and France, and when the

Paris exchange falls to this figure, we may expect

gold to leave us for Paris, as gold is then as cheap a

mode of remittance as bills.

Let us now reverse the position and assume that

B in Paris owes A in London 1,000, and that he

decides to send gold to pay his debt. What rate

of exchange will result from this transaction ?

To pay in gold he will have to send such a number

of twenty-franc pieces that the gold in them shall

be equal to the gold in 1,000 sovereigns; that is,

as we have seen, 25,220 francs. But B will have

to pay for carriage and insurance at, say, an average

rate of 10 centimes per i that is 100 francs

making a total cost of 25,320 francs. This is an

exchange of 25*32, and is called the "
Import Specie

Point" from France to England. When the ex-

change reaches this figure, gold should leave Paris

for London. As a matter of fact, gold does not

always come to us when the exchange is at this



FOREIGN EXCHANGES 127

figure, as the Bank of France interposes difficulties

in the way of the export of gold. This has the

effect of preventing gold coming in any large

quantities unless the exchange rises above the Im-

port Specie Point of 25-32. So we see that the

Mint Par of London with Paris is 25*22 nominally

the Import Specie Point (gold to us) about 25*32,

and the Export Specie Point (gold from us) about

25-12*.

In the same way the Mint Par and the gold points

can be calculated with any foreign centre which has

gold as the basis of its currency. With silver using

countries these points cannot be fixed. Gold is with

them a commodity only, and its value is measured

in silver prices. With us and other gold using

countries the reverse is the case as regards silver.

Hence with silver using countries no common

measure exists for determining the rates.

It is important for those concerned with this

business to have firmly fixed in mind the Mint Par

and Gold Points of London with Paris, Berlin, and

New York
;
as of all exchanges these three are by

far the most important, and have the greatest effect

on our Money Market.

The figures relating to Paris have already been

given. Those of Berlin are :
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Mint Par 20*43 (marks to a sovereign).

Import Gold Point about 20-52.

Export Gold Point about 20*33.

As with France, the export of gold from Germany
is hindered by the Reichsbank. That institution, on

the other hand, places facilities at the disposal of

importers of the metal. For this reason gold does

not come to us readily when the exchange rises to

the figure at which we should otherwise expect it

to come, and conversely, gold frequently leaves us

before the rate has fallen to the nominal figure at

which we expect it to go.

With New York the Mint Par is $4*866 to l,

or 49rW. to $i ;

the Import Gold Point is $4*89! to i, or 49^. = $i ;

and the Export Gold Point is $4*83^ to i
t
or

When an exchange is between the Mint Par and

the Import Gold Point, it is said to be "
for us," or

" favourable
"

;
and when an exchange is between the

Mint Par and the Export Gold Point, it is said to

be "
against us," or " unfavourable."

The reasons for these terms are apparent on giving

the matter a little consideration. If an exchange is
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tending to such a figure that gold is likely to come

to us, it is regarded as favourable, because if gold

does come, it strengthens the Reserve of the Bank

of England ;
and a strong Reserve means a low

value for money here, which is generally considered

to be good for trade. The reverse applies to the

" unfavourable
"
exchange.

Having now arrived at an understanding of the

terms Mint Par and Export and Import Gold

Points, we will consider how and why rates fluctuate

between these figures. As regards the merchants A
in London and B in Paris, we have so far assumed

that they have settled their indebtedness in gold.

Such a mode of settling debts is unusual in inter-

national transactions
;
the ordinary course for A to

follow would be either to buy a draft on Paris and

remit it to B, or for B to draw a bill on A and sell it.

If the aggregate of debts between England and

France exactly balanced, it can be assumed that in

theory the exchange would stand at the Mint Par,

because the total amount of drafts for sale would

exactly equal the demand. But amid the multi-

tudinous transactions of modern business we never

are in a position to know when the mutual trans-

actions of two countries balance, and the fluctuations

in the rate of exchange are primarily due to the
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relative degrees of urgency of buyers and eagerness

of sellers to a question of supply and demand.

Let us suppose that as a result of the aggregate

dealings between France and England, France at

one period owes us more than we owe her. Now it

will be apparent that in the settlement of the trans-

actions comprised in the aggregate, the merchants

in France will find a difficulty in procuring sufficient

drafts to settle all their indebtedness, and con-

sequently there will be a likelihood of some of the

merchants there having to send gold and bear the

cost of remittance. Hence there will be competition

among them to obtain what bills are offering

demand will exceed supply and rather than be

forced to send gold, buyers of drafts on London

will be willing to pay more for them than the face

value represented ;
that is, they will be willing to

pay more than Mint Par.

For example, B in Paris owes A in London ^1,000.

He wishes to buy a draft for that amount, and ex-

pects to pay only 25,220 francs for it. He will find

that there are many buyers who are competing for

the available drafts, and to secure a remittance he

perhaps may offer 25,250 francs, that is, an exchange

at the rate of 25-25. Possibly he may obtain his draft

at this price ;
but if buyers are urgent, sellers will take
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advantage of the situation and raise their price still

further. If the demand continue, the price may be

raised to such a level that B will find that he can

send gold without incurring extra expense. When

this level is reached, gold is likely to pass from Paris

to London.

Now we will suppose the contrary of this supposi-

tion; that is, that England owes more to France than

France to England. Under these conditions a debtor

in London will find a difficulty in procuring a draft

on Paris. He may try to procure it at the rate of

25-22 francs, but he will find others competing for

the available drafts, and he will be forced to buy at

a lower rate of exchange, say 25*17. Competition

will result in further reductions, until a point is

reached when it is as cheap to send gold and pay the

cost of transmission
;
that is, when the rate falls to

about 25*1 2 \.

Thus though one sovereign is always equal to

25
f22 francs, coin for coin, yet the price of bills

expressed in these coins will vary within certain

limits according to demand and supply.

The exchange in London on Paris, or any other

centre, will always tend to keep approximately level

with the exchange at that centre on London. As an

illustration, let us take an extreme case. Suppose we
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quoted Paris at 25-20 and Paris quoted us at 25^0
A foreign banker in London, on seeing these quota

tions, would wire to his Paris correspondent to draw

on him for, let us say, 1,000 and sell the draft,

which would realise 25,300 francs. At the same time

he would draw on his Paris friend for 25,300 francs

and sell the draft in London, for which, at the rate of

25'2O, he would receive 1,004 nearly. The Paris

correspondent would be cleared, as he has drawn and

sold a draft for 25,300 francs, and he has paid a draft

drawn on him for the same amount
;
but the foreign

banker in London has received 1,004, and only has

to provide 1,000 to meet the draft drawn on him,

leaving a profit of 4. He would not be the only

one to perform this little operation, however, and the

combined action of all such arbitrage dealers would

promptly level quotations.

We will now turn our attention from theories to

some actual facts, and examine how the business in

foreign bills is conducted in London. The usual

meaning of the term " Bourse M
or "

Exchange
"

is

a place where merchants assemble to transact their

business. We have our own famous Royal Ex-

change, although nowadays it is hardly famous for

the meetings of merchants. It is a building which

has survived its original purpose, but it is of interest
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as being an historic relic of the place where the

foundation of our great commercial supremacy was

laid.

In the early part of the sixteenth century the

London merchants met at regular times at some

rendezvous in Lombard Street to transact their

business. As their transactions and the number of

the merchants represented increased, inconvenience

arose, and in 1564 Sir Thomas Gresham offered to

erect a suitable building for the merchants' meeting

house if the City would provide the site. This offer

was accepted, and the land where the Royal Ex-

change stands was purchased by a subscription of

the citizens a Mansion House fund. The edifice

was duly built, and opened for business in 1571 by

Queen Elizabeth. It was unfortunately destroyed by

fire in 1666; rebuilt, and again destroyed in 1838.

The present building was then erected, dating 1844,

and the late Queen Victoria attended in state to

open it, as is commemorated in one of the pictures

exhibited in the building. The opening of the first

building by Queen Elizabeth is the subject of another

>f these pictures.

The merchants in various trades used to assemble

in groups, in corners and round the various pillars of

the building ;
but it very soon became too small for
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this purpose, and as the various groups waxed bigger

and wealthier, they gradually deserted the building

and erected exchanges of their own, such as the

Stock Exchange, Coal Exchange, Hop Exchange,

Metal, Wool, Corn, etc., exchanges. At the present

day the Exchange is used only by the money
merchants and a few dealers in some of the less

important industries who occasionally meet there in

the afternoon.

The money merchants hold their meetings in the

Royal Exchange on Tuesdays and Thursdays, which

days are called "post days." This term is a sur-

vival of the times when the foreign mails were

despatched only twice a week.

The principals of the great foreign banking houses

and a few brokers are the only persons who attend

"
'Change." As a result of the business then effected

and the negotiations entered into, certain rates of

exchange are arrived at as the ruling rates of the

day. After the meeting the brokers publish a list of

these rates, which is called the "Course of Ex-

change." A specimen
" Course of Exchange

"
is here

appended :
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LONDON COURSE OF EXCHANGE
TUESDAY, SEPTEMBER STH, 1903
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The rates quoted in the table indicate the number

of foreign coins given for one sovereign, with the

exception of those on Spain, Portugal, Russia, and

the United States. For Spain the quotation is the

number of pence given for the peso, for Portugal the

number of pence for a milreis, for Russia the number

of pence for a rouble, and for America the number of

pence for a dollar.

In London all rates are quoted as they are quoted

at the foreign centres on London, with the exception

only of Spain, where London quotes so many pence

to the peso, while Spain quotes piastres to the i
;

Russia, where we quote so many pence to the rouble,

and Russia so many roubles to 10; and New York,

where we quote so many pence to the $i, while New

York quotes so many dollars to the i. With regard

to the New York quotation, however, London now as

frequently uses the quotation of dollars to the i as

pence to the dollar.

Except when otherwise stated, the rates quoted in

the " Course
"

are for bills having three months to

run, or in technical language, they are the rates for

the
"
Long exchange." Rates quoted as "

cheque,"

"sight," or "demand," are known as the "Short

exchange."

The rates of the Long exchange are arrived at as
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follows: We will suppose that a merchant in

London has to pay a debt in Paris of 25,000 francs,

and for simplicity we will assume that the sight rate

on Paris is 25. If the merchant buys a sight draft on

Paris for 25,000 francs and remits it to his creditor,

it closes the transaction, and the remittance has cost

the merchant 1,000.

But if instead of buying a sight draft at this rate

he bought a three months draft, what would be the

result? When he sent this draft to his friends

in Paris they could not credit him with it at once,

and so close the transaction, as they would then

be out of their money for three months. So the

parties in Paris to whom the draft was remitted

would discount it with their banker, and credit the

London merchant with the proceeds only. He would

also be charged for a bill stamp, and in addition, he

would be liable for any contingencies which might

arise, interfering with the due payment of the bill,

until payment was actually made. So instead of the

London merchant being credited with 25,000 francs,

he would only be credited with 25,000 francs minus

discount at the French market rate, say 4 per cent,

for three months = 2 50 francs, and minus the bill

stamp =I2 5 francs, that is 24,737*5 francs. Moreover,

he would be under liability on his endorsement of the
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draft until its maturity, and for this he ought to

receive some consideration. Consequently when the

London merchant buys his bill, if a three months bill

is offered him instead of a sight draft, he demands an

allowance in the rate sufficient to cover interest at the

foreign market rate, plus stamp, plus allowance for

contingencies. And the rate for such a transaction

will be arrived at as follows : First, as the presumed

sight rate is 25, to this must be added three months'

interest at the foreign market rate (say at 4 per cent.)

on 25, which is '25, bill stamp at ^ per mille must also

be added, say 'oij, and an allowance for risk which

we may take at *oof . Thus the rate for such a three

months draft would be 25 + -25 +
foi J + 'oof = 25-27.

Now at this new rate, or "long rate" of 25*27, let

us suppose our merchant to buy and remit a draft of

25,270 francs for i
t
ooo. His friends in Paris will

then credit him with the full amount of his debt, and

a little more, being the allowance for risk.

It must be distinctly borne in mind that adding

interest, etc., to the "
sight

"
rate to obtain the "

long
"

rate only holds good when we are dealing with rates

quoted m foreign currency',
and that when we deal with

rates quoted in sterling we must deduct these allow-

ances from the short rate instead of adding them.

It will be noticed that two prices are quoted
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opposite each centre in the "Course of Exchange."

These prices do not represent the figure at which bills

can be bought and sold, like Stock Exchange quota-

tions. As regards the "
long

"
rates, the two prices

indicate the price ruling for different classes of paper,

bank paper and trade paper. Bank bills will discount

abroad at a lower rate than commercial bills, as with

us
;
and therefore in calculating the long exchange on

bank bills a smaller amount has to be allowed for

interest than with commercial bills. Hence, of these

two quotations the lower rate is for bank paper, and

the higher rate for trade paper.

As regards the two rates for short quotations, the

explanation is that " demand "
bills are understood to

mean any draft having up to ten days to run. A bill

which is not due for ten days is, of course, not worth

as much as a draft due at once. The standing of the

parties to the draft also affects the quotation to some

extent.

There is still to be considered the important ques-

tion of how the Foreign Exchanges are connected

with our Money Market, and how they influence

and are influenced by the Bank Rate and the value

of money in England.

It is evident that if the market rate of discount for

first-class paper is higher in London than in Paris, a
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French banker will earn more interest on his money
if he buys London bills than if he buys Paris bills.

But when dealing with foreign bills, "exchange"

comes into the question as well as interest. This

further factor introduces an element of speculation

which is not present with the home article.

Suppose, for example, the Paris market rate to be

3 per cent, and the London rate 4 per cent. the cheque

exchange standing at 25*22 and the long rate in Paris

of bills on London consequently at about 24*97. A
banker in Paris buys a three months bill on London

for 100, paying for it 2,497 francs. When the bill

falls due it can be sold as a sight draft. If the short

exchange remains at 25*22 it will realise 2,522 francs,

showing 25 francs as the interest for three months on

the amount invested, that is at the rate of 4 per cent,

per annum, as against 3 per cent, per annum, which

is the rate which would have been earned in France

for these three months. If when the bill matures the

short exchange is, say, 25*12, for the 100 draft the

interest will be 15 francs only, or at the rate of 2j per

cent, per annum. On the other hand, if the short rate

is 25*32 when the draft matures, the interest will be

35 francs, or about 5} per cent, per annum.

Thus there is a wide fluctuation in the interest

that may be earned on a foreign bill. When the
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French exchange is low, and the rate of interest

ruling in London is above that ruling in Paris, there

is consequently an incentive for a French banker

to invest in English bills
;
for not only is the rate

of interest greater than would be obtained in Paris,

but the chances are in favour of a rise taking place

in the rate of exchange, which will, of course, be to

his advantage.

From this it follows that when our interest is

above that ruling at foreign centres, and the ex-

changes on us are loiv
,
a heavy investment demand

from continental bankers sets in, in order to take

advantage, not only of the higher interest obtainable

in London, but also of the possible profit on the

exchange. This demand will not only have the

effect of stopping a further fall in exchange rates,

but will often send them in the opposite direction.

If, from some cause or other, the rate remains low,

the continental holders of our bills will keep them

until they become due and so earn the higher interest.

If the rate rises to any extent, certain holders will

at once begin to sell, as they will have earned their

interest for the time they have held the bills, and see-

ing their way to secure a certain profit on the exchange,

they think it well to take this, and employ their money

in some other centre which promises more profit.
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We can now appreciate the value and importance

of this investment business. When our interest is

high and exchanges low, it indicates that we are

having more or less of a money squeeze at home,

and the low exchanges threaten an export of gold,

which would make matters worse. The conti-

nental banker then steps in for his own profit, and

benefits us at the same time, as, by his action, he

tends to support or raise the exchange, and thus to

stop the outflow of gold. He also places some of

his capital at our disposal, as continental bankers,

when investing in foreign paper, usually only buy

first-class bills. There is only a limited amount of

these bills for sale on the Continent, and so the

continental bankers adopt the course of instructing

their London representatives to buy what they re-

quire, and remit funds to cover the purchase.

When exchange rates rise and point to a possible

inflow of gold to London, continental bankers cease

their investments and realise their holdings, thus

stopping the rise of rates and, for the time at any

rate, the possible inflow of gold.

Thus the investment business in foreign bills acts

really as a pendulum to the exchanges, steadying the

fluctuations and having a most important influence

on the export and import of gold.
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We are now in a position to understand how it

is that a change in our Bank Rate is so clearly allied

with the question of foreign exchange. If we find

that exports of gold threaten us, which may reduce

our " Reserve " below the figure at which it is desired

to maintain it, the Bank of England will increase

its official rate. If this increase in rate is then fol-

lowed by the Market, or, if the Market lags behind,

steps be taken to compel it to follow suit, we hold

out the advantage to the continental bankers of an in-

creased interest over what they can earn at home,

and a prospective profit through a possible rise in

exchange. Then, in all probability, their purchases

of London bills will gradually have the effect of

raising the rate and stopping the outflow of gold.



CHAPTER XIII

THE MONEY ARTICLE OF THE PRESS

r
I
^HE Money Article of the daily Press is regarded

J- so much as a part of the usual information

provided for the public, that few readers pause to

consider the large amount and far-reaching character

of the information which is supplied therein : informa-

tion gathered from all quarters of the globe sifted,

summarised, and placed before the public in a concise

form. The amount of practical and useful knowledge

derived from a perusal of Money Articles depends

entirely upon the reader. Without some knowledge

of the Money Market and financial matters generally,

the articles resolve themselves into a mere record of

the rise and fall in price of various commodities

money, bills, stocks, and shares. With knowledge^

however, these articles may be said to represent to

the reader a mirror, in which the affairs of the whole

world are pictured, though in a somewhat mercenary

manner.

144
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The genesis of the Money Article was about the

year 1825. Previous to that date a few of the leading

papers published a list of the prices of the stocks and

shares then dealt in on the Stock Exchange, but

practically nothing further than the list appeared.

About the above-mentioned year, however, public

interest in Stock Exchange matters received a great

stimulus, and the editors of certain papers then com-

menced to devote more attention to the matter than

they had previously done. As the subject gradually

became of more and wider interest to the public at

large, the papers devoted more and more attention

to it. The advent of limited liability companies

enormously increased the number of persons in-

terested in Stock Exchange matters, and the Money
Article then became an important and integral part

of every paper of standing. At the present time, as

previously noted, the Money Article really reflects

the financial matters of the whole world, and any

event which causes a change in the natural or political

conditions of any country the world over is sure,

sooner or later, to have its effect noted in one of the

paragraphs of the Money Article.

There are two ways of reading a Money Article.

The first, and probably by far the most popular

method, is merely to glance at, or "skip over," the

L
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information respecting the condition of the Money

Market, the price of money, the discount of bills,

foreign exchanges, Bank Return, etc., and to turn

to the supposedly more interesting subject of the

fluctuations in prices on the Stock Exchange, and

especially of the prices of those securities in which

the reader has a pecuniary interest.

The other method of reading these articles, and

certainly the most profitable method, is to read

thoughtfully all the information, and to note the

connection of cause and effect in relation to the

various items mentioned
;

in fact, to read the articles

as a homogeneous whole, and not simply to dip into

them here and there
;
and the reader who so reads

his Money Article will be surprised to find what an

insight into the present and, to a certain extent, the

future financial position he acquires thereby.

The City Editor of a paper has a vast amount of

information to supply to the public, and a limited

amount of space in which to present that informa-

tion, and the result is that these articles are usually

decidedly "terse" not to say abrupt in style: a

fact is briefly stated, and the probable effect of such

fact is added, though no information is given as to

why such an effect should result from such a cause,

which is left to the reader to fathom out as best he can.
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Money Articles may be roughly divided into two

sections : the first deals with the Money Market

proper, the foreign exchanges, gold movements, etc.,

and the second with Stock Exchange matters. These

two sections may appeal to somewhat different classes

of the community ;
but the connection between them

is so intimate, and they act and react on each other

so frequently, that they cannot be dissociated. The

first section of the article more nearly affects the

subject-matter of this book than the latter portion,

which is amply dealt with in another book of this

series.

Money Articles almost invariably commence with

a paragraph which is really a general summary of

the events which have transpired in the Money
Market on the day of writing. The first paragraph,

though consisting of only a few lines, often teems

with information to those that can read it aright.

Nearly all the subjects with which it deals have been

dealt with in the course of this book, and therefore

it will only be necessary to enumerate them here.

The condition of the Money Market is first noted

in reference to the supply and demand of "
call

" and
" short money," as between the bill - brokers, the

banks, and the Bank of England ;
the rates are

quoted at which money was lent at "call," "over-
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night/' or for "short periods," and mention is made

of any transactions in this market entered into by

the India Council. Passing on from this, any facts

are mentioned which, on the day in question, have

had, or on the following day will have, any important

bearing on the position of the short loan fund. These

items comprise reminders of the falling due of any

instalment on large new public issues, the payment

for or repayment of Treasury, India, or Corporation

bills, etc.

The question of discount rates is then dealt with,

and a note is usually made as to whether or no the

banks are "
working

"
;
that is, whether the banks

are buying bills from the brokers, or refraining from

so doing. The paragraph then usually concludes

with a reference to exchange rates.

The article then proceeds to note any import or

export of gold which has taken place on the day

in question, and any variation which may have

occurred in the price of gold. Importers of the

metal know that they can always sell their gold to

the Bank of England at the minimum price of

3 1 7S> 9^- Per standard ounce, and therefore the

price never falls below this figure. If there is any

foreign demand for gold, the exporters will bid

above this price, and secure what is offering, unless
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the Bank of England raises its buying price, as it

sometimes does in times of stringency. It is of

interest to note the origin of imports and the

destination of exports of gold ; and, at the same

time, to follow the movements in the exchange rates

of London with these places of origin or destination.

The action of the Bank of France and of the Reichs-

bank in retarding exports will frequently become

visible in these figures, as will also the action of

the latter institution in facilitating imports of the

metal into Germany. A note will at times appear

that so much gold has been sold for Germany at

such a price, and if the foreign exchange table in

the same article be referred to, it will often be found

that this gold has left us for Berlin in spite of the

exchange being well above the nominal export specie

point.

The expression that "the Bank bought so much

gold to-day" appears to cause difficulty in some

minds, in that some people cannot understand how

the Bank benefits by buying gold. "What can be

the use of the Bank buying gold?" they say. "It must

give gold for gold, which won't alter its position in

the slightest !

"
This matter is a very simple one

really, and explains itself with a little thought. The

usual procedure of dealing with an import of gold



ISO THE MONEY MARKET

is for the importer, or his agent, to hand the gold to

the Banking Department of the Bank of England,

which credits him for the value of the gold. Of

course, if the importer were then to draw out this

amount in gold the Bank would not be benefited,

but this does not happen under any ordinary circum-

stances. The Banking Department passes the gold

on to the Issue Department in exchange for notes,

and the extent to which the Bank benefits is shown

in the ensuing Return, when " Other Deposits
"

will

be increased, owing to some account having been

credited for the gold received, and on the other side

of the account " Notes "
will be so much higher ;

that

is, the Reserve and Ratio will both be increased.

The figures of the Issue Department will be in-

creased on each side by the amount of gold received

and notes issued.

The question of silver is then dealt with in the

article. This question is not now of such import-

ance as was the case a few years ago, when the

bi-metallic theory was so much to the fore. The

position of silver is very different now from what it

was up to quite recent years. For many centuries

previous to about thirty years ago, the price of silver

as compared with that of gold was about as 1 5 is to I
;

in other words, an ounce of silver was worth about
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5^., and an ounce of gold about 75*. to Sos. This

state of things has now entirely disappeared, how-

ever, and we find silver fluctuating rapidly and ex-

tensively in price having in the course of the year

1902 been as low as 2i TV per ounce.

The reason for this fall in the price of silver is not

far to seek
; supply has largely exceeded demand.

Several countries which had been large consumers

of silver for currency purposes have, during the last

thirty years, thrown over their silver system and

adopted gold in its place, as a standard of value.

This, of course, largely decreased the demand for the

metal, and in addition it threw a large amount of

silver out of circulation and on to the market. The

supply of the metal has also been largely increased,

owing to extensive discoveries of new mines, and

to improvements in the method of mining, which

have made it possible for mines of a low grade of

ore to be worked at a commercial profit.

The paragraph in the article relating to silver is of

chief interest to those who have commercial trans-

actions with silver using countries, and also to those

who are interested in companies whose business is

conducted in such countries. These companies earn

their revenue in silver, but pay their dividends in

gold, in addition to often paying for much of their
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material in gold. Therefore the rate of exchange

between such countries and London, which rate is

of course subject to the price of silver, is of material

interest to the holders of such stocks.

Ths price of the Mexican dollar is frequently

noted in the "silver" paragraph of Money Articles.

Mexican dollars circulate freely on the coast of

China, in spite of many efforts which have been made

to supplant them. When the dollars arrive in China

the merchants who receive them put their
" mark "

on each coin, which thereafter circulates freely; the

merchants' "marks" being looked on by the populace

as a proof of genuineness. In London, Mexican

dollars are dealt in by weight, and as they are coined

in silver nine-tenths fine, their price should conse-

quently be a little less per ounce than the price of

bar silver; but demand sometimes exceeds supply,

when the price of the coins rises somewhat con-

siderably above their intrinsic worth.

The Indian price of silver is also noted in the

article : this price refers to the number of rupees

which have to be given for one hundred tolas of

silver
;

the tola being an Indian weight equal to

375 ounce, and the silver being about nine-tenths

fine.

Up to this point the information given in Money
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Articles is of daily occurrence, and attention is then

turned to various items of intelligence according to

the day of the week or month. For instance, the

day after 'Change is held in London, a paragraph is

inserted dealing with the various alterations which

have been established in exchange rates since the

previous post day, and the " Course of Exchange
"

is usually printed, more or less in full. On Friday

mornings the Bank Return is published, and the

City Editor adds his own notes on the same, calling

attention to, and explaining as best he can, any

alterations which have occurred since the previous

return. On Friday also, the return of the Bankers'

Clearing House makes its appearance.

On Wednesdays and Thursdays the traffic returns

of various railways are published. These returns

are of interest as exhibiting the state of trade

throughout the country as a whole, as well as the

position of individual lines. In considering railway

traffics, and comparing them with previous results,

care must be taken to bear in mind any alteration

which may have taken place in the price of labour,

coal, or material
;
as an increase in gross profit may

be quite offset by an increase in any one of these

items, and vice versd. It is also of interest to note

that an increase or decrease in the gross earnings of
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a railway, the chief business of which consists of

passenger traffic, has far greater effect on the net

earnings than does a similar increase or decrease

have on a line the chief business of which consists

of goods traffic. Passenger trains run whether they

are full or empty, and therefore an increase in the

takings from passengers means, very largely, so

much more net earnings ;
whereas goods trains usually

run only when traffic offers, and therefore extra

traffic means considerable extra expense. In con-

sidering the probable results of railways doing

business in silver using countries, the influence of

the price of silver must not be overlooked.

On the seventh day of each month the Board of

Trade publishes a return showing the exports, imports,

and re-exports of goods for the previous month.

This return is summarised in the following day's

Money Article, and when this is read in conjunction

with the Clearing House Return and the Traffic

Returns, the three together form a very good

barometer of the state of our trade. In studying

the figures of the Board of Trade, and comparing

them with previous returns, it is important to re-

member that values only should not be considered,

but quantities as well as values ; we may have im-

ported considerably more of a certain commodity,
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but paid less for it, or imported less and paid

more.

In many articles two tables relating to the foreign

exchanges appear daily ;
one of these is a table of

the rates of interest for money ruling in the princi-

pal financial centres of the Continent, and the other

is a table of the exchange rates prevailing in foreign

centres for drafts on London. The first of these

tables is of use as providing one of the factors neces-

sary to calculate the "long" rate from the "short"

rate
;

it is also of use as being a guide to the com-

parative value of money in various centres, and

thereby indicating the likelihood of foreign bankers

investing their funds in London bills, or of with-

drawing such investments. The second table indi-

cates the movements in rates which are taking place

on the Continent between our "
'Change

"
days, and

it is of use to those persons who have considerable

sums to pay to, or receive from, foreign centres. As

was noted in the chapter dealing with the foreign

exchanges, the rates between any two given centres

always keep nearly on a level, but there is at times

a slight variation. Advantage can be taken of this

variation by persons having transactions with such

centres, and this table affords necessary information

in the matter.
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The foregoing items of news comprise the Money
Market portion of the article, and attention is then

given to the Stock Exchange portion. This portion

is divided into several paragraphs, each one of which

deals with a special and well-recognised class of

stock, or "
market," as it is called.

First we have the paragraph dealing with the

"
gilt-edged market." This market comprises se-

curities of, or guaranteed by, the British Govern-

ment (Consols, local loans, etc.), Bank stock, and

colonial and municipal issues. The whole of this

market is largely under the influence of the price

of money, and, at present, of excess of supply over

demand. The supply of Government stocks has,

of course, been increased owing to the require-

ments of the late war, which led to a further issue

of Consols, in addition to the creation of the War

Loan and Transvaal Loan. In addition, a very

large amount of colonial and municipal loans has

been offered to the public during the course of

the last few years. These issues have been far

in excess of the demand, with a consequence that

the market has been glutted with securities of

this class, resulting in an all-round depression of

prices. This depression has been deepened by the

knowledge of the many new issues which are only
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awaiting a favourable opportunity to be launched on

the public.

The next paragraph in most Money Articles deals

with the "Foreign Market" Spanish, Turks, Rus-

sians, Tintos, etc. In this section securities are dealt

with which have a more or less international char-

acter, and in which dealings on foreign stock

exchanges have often considerably more importance

than the dealings on our own Exchange. Hence

this section is not so much under the influence of

the price of money as it is under the influence of the

attitude and condition of foreign centres, especially

those of Paris and Berlin.

Home railways are then dealt with, and then

American rails, which latter are, of course, largely

under the influence of New York and its magnates.

Then comes a paragraph dealing with colonial and

foreign rails, which are largely under harvest influ-

ences, and the internal condition of the country in

which they do their business. Then follow para-

graphs on the miscellaneous and industrial sections,

and lastly a paragraph on the mining market.

The miscellaneous and industrial section is chiefly

notable for the large number and different character

of the securities there dealt in, comprising the shares

of banks, breweries, insurance and finance companies,
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iron, coal, and steel concerns, waterworks, etc., besides

the shares of numerous manufacturing and catering

companies. Much speculation exists in certain

classes of these shares, but it is a noticeable fact that

the issues of many of the sound industrial concerns

have withstood the recent severe wave of depression

far better than have many securities which are sup-

posed to be of a considerably higher status.

Following this there usually appear dividend an-

nouncements, reports of company meetings, and a

number of miscellaneous notices. Although these

notices mostly explain themselves, and are of interest

only to persons connected with them, yet one or

two items which appear from time to time are of

somewhat more general interest. It is of frequent

occurrence to find in this portion of the article a

notice that "tenders for Treasury Bills will be

received at the Bank of England on such a date."

Treasury Bills constitute a Money Market and

not a Stock Exchange security, and they belong to

the unfunded debt of this country. They were first

issued in 1877, and were promptly recognised, both

in our own and foreign markets, as being bills of the

highest possible class. These bills are issued from

time to time to suit the necessities of the Govern-

ment; they have a currency of three, six, nine, or
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twelve months, and are of great assistance to the

Chancellor of the Exchequer in enabling him to

regulate the finances of his department.

Treasury Bills are always issued by the tender

system, and those persons who wish to acquire some

of these bills must make their application through a

London banker. The tender must state how much

per cent, will be given for such an amount of bills,

and those who tender at higher figures will, of

course, obtain an allotment in preference to those

tendering at lower ones.

Besides Treasury Bills, several other classes of

security are, from time to time, issued by tender;

for example : India bills, London County Council

bills, Corporation and Colonial stock. This system

of issue is not a popular method so far as the

general public are concerned, as it is not properly

understood
;
and when the public do endeavour to

obtain investments in this manner, they often make

ludicrous and expensive mistakes by tendering at a

figure far above what would easily obtain an allot-

ment.

Another item of interest which appears among
these "notices" is the notice of issue of stock at

fixed prices. Such notices appear plain on the face

of them
; but, on comparing the price of issue with
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the market price of similar stocks, care must be

taken not to overlook the fact that very frequently

certain allowances have to be taken off the nominal

price of issue. These allowances are in respect of

the stock being only paid up by instalments, while

interest is often paid on the full nominal amount
;

and often, in addition, a full six months' interest is

paid only three or four months after the issue; be-

sides which the stock can frequently be paid up in

full at any time, under rebate. Such considerations

as these should always be borne in mind, as they

have a material bearing on the real price of issue.

The article concludes with a list of "
closing prices,"

and of " business done
"
on the Stock Exchange on

the day in question. The closing prices are estimates

only, supplied by certain members of the House, and

though affording a very good guide to the course

of prices, they cannot be relied upon for any out-of-

the-way securities actual dealings in which may be

impossible at the prices quoted.

From this brief examination of the usual contents

of a Money Article, the large amount of information

embodied in such becomes apparent, and also the

necessity for a certain amount of technical knowledge

to enable a reader to grasp, and make full use of

the information there placed at his service.



CHAPTER XIV

CONCLUSION

IN
the course of this book we have briefly surveyed

the rise and development of the banking system

of England. We have studied the establishment

and growth of the Bank of England, the gradual

elimination of the private banker, and the wonderful

development of joint-stock banking, and we have

noted the causes which led to London becoming the

financial centre of the world, and also the various

factors which constitute our Money Market.

From a weak beginning we have seen our system

of finance develop into a mighty machine; but

we have seen that, although it is mighty, it is

a machine of very delicate construction, and that

it needs the most careful attention on the part of

those connected with its working. A breakdown

in one of its parts may mean wreck for the whole

concern, and bring with it, not only unparalleled
M 161
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individual distress, but actual danger of an acute

form to the whole nation.

The weakest spot of our system arises from the

custom of the cash reserves of the bankers being kept

with the Bank of England, that is, the one-reserve

system. The total deposits held by the banks of the

kingdom may be roughly estimated at one thousand

million pounds, and practically the whole of this vast

sum is repayable in cash on demand. But banks

conduct their business on the law of averages,

assuming that the demands for cash will be met by

the deposit of cash that what is paid out to one set

of customers will be paid in by another set
; and,

while keeping sufficient till money to tide over the

variations of demand and supply from day to day,

they maintain no other reserve of cash, beyond the

balance at the Bank of England, or with a London

agent, through whom such balances are in effect

passed on to the Bank of England. Thus the Bank

of England is the reservoir from which all banks

expect to be able to draw cash in time of need.

When we turn to the Bank Return, what cash do

we find is retained to meet such a heavy contingent

liability? In the figures of the "Return" given in

chapter vii., the
" Reserve

"
stands at about twenty-

five million pounds only; and with regard to this
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Reserve, it must be remembered that the Bank is

peculiarly open to foreign demands in addition to

home demands. Such a reserve is slender, to say the

least of it, and the strengthening of the " Reserve
"
to

a figure more in keeping with our increased liabilities

is, or should be, constantly before the authorities who

have the control of our banks. This matter will have to

be faced some day, and the longer action is delayed

the more difficult will it become to grapple with it.

Various schemes for increasing our reserve have

been put forward from time to time : one suggestion

was that banks should retain a safety reserve of gold

in their own keeping ;
another that a bankers' bank

should be established, to hold the reserves of other

banks in place of the Bank of England ;
a third, that

each bank should maintain a larger balance with the

Bank of England, on the understanding that that in-

stitution should increase its reserve in respect of such

increased balances. These schemes have each their

advocates and opponents, but with each the result to

the banks would be a loss of profit, for each would

involve more money lying idle. This loss of profit is

at the root of the whole difficulty.

This brings us to consider the question of com-

petition among bankers, which at present is very

keen, and which quite conceivably may lead to
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dangerous results unless kept within reasonable

bounds.

The tendency of the time is towards the absorption

of the smaller and weaker banks of the country by

the large joint-stock banks. In itself, this is not

an undesirable feature, in that it places the banking

system, as a whole, on a sounder footing. Another

feature is the establishment of branch offices through-

out the length and breadth of the land. This gives

facilities for capital to flow readily from one part of

the country where it may be in excess, to another

where it is in demand.

The joint-stock banks, however, are keen com-

petitors among themselves, new branches being

established wherever the possibility of securing new

business exists, or where existing connections are

threatened by the incursions of some other bank.

This multiplication of banking offices is of decided

convenience to customers
;

it saves them the trouble

of sending long distances to pay in, or to draw

wages, etc.

In the race for business, however, rates are cut

down to attract custom, and risks are perhaps under-

taken which would not be entertained if competition

were not so keen. These risks may not be large

individually, but collectively they may amount to
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a large sum. They possibly tend to lock up

resources in one class of security, which, as we have

seen, is a source of danger. This is especially the

case in new and growing districts, where much

accommodation is asked for on the security of house

property, and for the purpose of developing new'

estates. There is, in fact, a growing tendency at the

present day to transfer to banks business which

formerly went to building societies; and if this

system is encouraged, it is likely to result in a large

portion of a bank's advances becoming of a fixed

nature and unavailable in case of need.

Mr. F. E. Steele, in a lecture recently delivered to

the students of the London Chamber of Commerce,

called attention to another danger resulting from

undue competition. He said :

"There is another phase of competition which

should be touched upon. This phase I do not

remember to have seen specifically dealt with

in treatises on banking. I refer to the growing

tendency on the part of banks to ear-mark, for the

benefit of particular depositors, securities which should

form a free asset
;
a security to the general body of

its depositors. You will find now in some balance

sheets, either in the investment column or as a foot-

note, that a certain portion of the bank's investments
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are held for public bodies, such as county councils,

borough councils, corporations, etc. In order to secure

the accounts of these bodies the banker hypothecates
to them certain securities, such as Consols, which

would otherwise be held for the benefit of its deposi-

tors in general. This tendency to tie up assets

which should be free should be narrowly watched

by the public, and carefully controlled by bankers.

That it should be resorted to in some cases seems

inevitable. It is done by some of the best and

soundest banks. But it is a course which should be

resorted to as little as possible."

In conclusion, we will turn from the question of

the Money Market itself to the army of individuals

who spend their lives in the service of the various

institutions forming the Money Market. By far the

largest number of these individuals are connected

with our various joint-stock and private banks. It

is commonly thought that the life of a bank clerk

is an easy one. Jerome K. Jerome, in his amusing

book Three Men in a Boat, in referring to the

occupation of his friend George, says,
" He sleeps in

a bank from nine till four, when they wake him up

and put him outside." Common ideas, however, are

frequently not quite correct, and though certain

members of the fraternity, who happen to be situated
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in country and suburban districts, do not suffer from

overwork, yet as regards those connected with

London and the large centres of industry, their life

is an arduous one, often tedious in its sameness,

the hours of work are not short, and the remunera-

tion, although adequate, is not generally on the scale

that some time ago was popularly believed to be the

happy lot of the bank clerk. Still, one's life is what

he makes it, and the idea embodied in Napoleon's

saying that every soldier carried in his knapsack a

marshal's baton is equally true of the banking pro-

fession.

Every junior on entering the service of a bank

has before him the prospect of ultimately rising to

occupy a position of importance and respect, even

to the position of general manager of his bank, if he

so equips and conducts himself as to be fit for and

worthy of such promotion.

The facilities and inducements to self-improvement

placed before bank clerks of the present day are

much greater than in bygone times. Many classes

are held and lectures given dealing with banking

subjects. Examinations are held, and many banks

recognise and reward the success of their clerks at

these tests of knowledge. Technical knowledge,

however, is not everything ;
common sense, good
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judgment, tact, and a cool head are also necessary in

order to become a successful banker or financier, but

these qualities are of much more value when combined

with sound and good technical knowledge.

Greatness is not thrust upon any bank clerk, but

it is in the power of all, if they will, to achieve it, to

a greater or less degree.



APPENDIX

THE GOLD RESERVE

SINCE
the remarks concerning the Gold Reserve were

written (chapter xiv.) much interest has been aroused

in the matter by a suggestion made by Mr. J. Herbert

Tritton, the President of the Institute of Bankers.

At the opening of the last session of the Institute

(November, 1903) the President, in his inaugural address,

after referring to many current and important topics, passed

on to the subject of the visible gold reserves, and made

the following novel suggestion. By Mr. Tritton's courtesy

his remarks on this matter are here reproduced in full.

"VISIBLE GOLD RESERVES

"The ever-pressing question of this country's visible

reserves of gold, quiescent during the war, is again

attracting attention. Theoretically, everyone would admit

that larger reserves of gold in this country are desirable;

many would go further and say necessary ;
but any, even

the smallest, step in the direction of action is at once

barred on the ground of expense. At whose cost is the

reserve to be held? ^15,000,000 at 3 per cent, is

^450,000 a year, and this must almost inevitably come

169
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out of somebody's pocket. Bank of England stockholders

and ordinary bank shareholders would be mulcted, or would

think they were, to the extent, say, of a second income tax

of is. in the pound on their dividends. Of course, the

question is, in its essence, of national importance, but the

Treasury of this country never allows itself to be influenced

by considerations of this character nor, indeed, have the

English people for the last fifty years expected either

Government help or Government interference in their

financial or commercial affairs. Pardon the interjection,

but I, for one, say long may this country be not only self-

reliant, but free ; free to trade as each member of it shall

choose, unshackled and uninfluenced by Government

restrictions or Government encouragements ! We may,

perhaps, cherish a faint hope that the new Chancellor

of the Exchequer may realise that he has taken with him

from the Post Office, liabilities as a banker, ^144,605,088

in respect of Post Office Savings Banks, and finds in his

new office a further sum of ,52,505,081 in respect of

Trustee Savings Banks, making together ^197,110,169,

liable to be repaid in gold ;
and realising this as a banker,

may be less obdurate than his predecessors. But it would

not be wise to expect much from Downing Street : if the

thing is to be done we must do it ourselves. That a solu-

tion of the question is supremely necessary I am convinced,

however great the initial difficulties may be ;
and that it

is not beyond attainment if the best energies and the best

brains of the banking community be devoted to it, I am

also persuaded. Mr. R. H. Inglis Palgrave gives in his

new book, Bank Rate and the Money Market a book
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which every banker should possess and read page 104,

the following table :

Capital, Deposits, and
Circulation.

1872 584,000,000

Deposits, Current
Accounts and Circulation

Average Reserve, Bank
of England.

, 100,000

Proportion per
cent, of

Reserve at

Bank to Lia-

bility as of
all Banks to
the Public.

206
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aggregate liabilities were 2-50 or 5 per cent., suspension of

cash payments would ensue. A credit panic, as distinguished

from a gold panic, can usually be assuaged by a suspension

of the Bank Act and an overissue of bank-notes. A
further object of an increased gold reserve is that not only

the periodic and well-recognised, but the unexpected and

perhaps heavy withdrawals of gold may be met without

recourse to violent measures such as those to which the

market is too often subjected. If this were clearly seen

to be not only the intention, but the practical working of

the fund, an objection which, I admit, is of great weight

would be fairly met, and minor objections would almost

disappear.

"The objection to which I refer is this. Gold is meant

to circulate, not to be hoarded, and any proposal perma-

nently to withdraw such an amount as ,15,000,000 from

circulation and, as it were, entomb it again in the bowels of

the earth, stands self-condemned. No such entombment

is suggested, as far as I know, but the formation of a fund

for use a fund which, on occasions, would pass into circu-

lation international, if not national and would have a

steadying effect on the pulse of the Empire, the Bank of

England rate. How can we set about securing it ? Let us

glance at the tabulated bank balance sheets of the country.

From which of the items on the assets side could such a

sum be withdrawn ? Loans and discounts ? No. Invest-

ments? No. Buildings? No. Money at call? No.

Cash in hand and at Bank of England ? This, ex hypothesi^

is the item to be increased. The reasons I need not give,

but it appears tolerably plain that no plan involving a
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permanent diminution of any item on the asset side would

meet with a favourable reception from practical men. Is it

possible, if these items cannot be conveniently decreased,

to obtain the amount by a fresh creation of credit, an addi-

tion to loans and discounts, and an equivalent addition

to the other side of the account ? Please understand that

I am considering the case quite apart from the Bank of

England.

"Here I am directly and once again challenging

critics, who do not agree in my view of the non-elasticity

of the Money Market, to show how, in their view,

the alleged elasticity of the market may be utilised to

produce a fund of ;i 5,000,000. My contention is that

only by the increase of the note issue or by increase of

capital can it be reached. Suppose the bankers were

authorised to issue ^15,000,000 of ;i bank-notes. How
could these be kept in circulation unless they were legal

tender ? Of what use would they be if they took the place

of gold in our tills ? This plan, under which alone could

credit be created, would be futile to attain our end. There

remains only the creation of new capital, unless our friends,

whom I am challenging, and to whom we are looking to

give us a discussion which cannot fail to be interesting

under the auspices of Mr. A. C. Cole, who has undertaken

to read a paper on 'Notes on the London Money Market,'

can show us some adequate alternative. If each bank of

the kingdom increased its paid-up capital 20 per cent, by

an issue of a Three per cent. Preference Gold Stock, the

fund could be attained. The proceeds should be devoted

in each individual case to the acquisition of a correspond-
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ing amount of gold, in addition to present holdings, and

this gold should be deposited at the Bank of England, but

not merged in the Bank figures, so as to stand week by
week intact, and shown under a separate heading in one

aggregate, though, of course, the absolute property of each

bank in detail. Carefully thought out arrangements whereby,

under a joint committee of the bankers and the Bank of

England, whenever occasion arises, a percentage of each

holding should be transferable to the credit of each bank in

the books of the Bank of England should be made, the

gold thus forming an addition to their reserve until again

withdrawn and added to the Bankers' Gold Fund."

Needless to say, this suggestion, coming from such an

authority, caused much comment in monetary circles, and

was generally received as a valuable contribution to the

various schemes having for an end the settlement of this

important matter.

In certain quarters, however, the scheme was held to be

an impracticable one
;
and at a subsequent meeting of the

Institute of Bankers, Mr. Cole, a director of the Bank of

England, spoke as follows :

"As regards the proposal to increase the capital of

the banks, my reply is that the floating of a loan in this

market of ^15,000,000, or of ^100,000,000, will not

add one single golden sovereign to the bankers' cash

reserves.

" We can only increase our stock of gold in this country

by getting it from abroad. To do that we must offer to
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the holders of gold abroad something that they will take in

exchange for their gold.
" A loan in this market to increase the capital of the

banks, to be subscribed for by the public who have de-

posits with them, is merely transferring a liability now

existing on the part of the bankers to the public, from their

depositors to their shareholders. The only way the bankers

can increase their cash in hand, or balances at the Bank of

England, is by following the method now pursued, namely,

calling in their short loans so that the market has to

borrow at the Bank of England. To put their position

permanently on a sounder basis they must agree that

instead of calling in their loans temporarily, they must all

keep permanently larger balances at the Bank of England.

Then the gold reserves of the country will be increased,

provided that the Bank of England maintains its usual

ratio of cash to liabilities. Taking that as 45 per cent.

the average proportion for the last twenty years ending 3ist

December, 1903, has been 46*6 per cent. a permanent

increase of ^15,000,000 to the bankers' balances would

increase the gold reserve of the country by .6,750,000,

and bring the average holding of the Bank of England in

the Banking and Issue departments combined up to about

^40,000,000. The reason for desiring to have a rather

larger stock of gold at the Bank is that the export then of

a few millions is of relatively less importance. But we do

not want more than is requisite for the easy and safe work-

ing of our system. To sit on a hoard of unused gold is to

do away with the advantages of banking. What is requisite

is for this country to retain the power of attracting gold



i;6 THE MONEY MARKET

when it is required. Neither the system of banking nor

the bankers can give it that power, for it is dependent,

not on them, but on the successful business energy and

activity of the nation. Of course, in order to attract

and retain here the amount of gold mentioned above,

the Bank of England must adjust its rate to cir-

cumstances, but with the increasing supplies of gold,

actual and prospective, a reasonable rate is likely to

suffice."

These remarks caused some discussion, during which it

was pointed out that under Mr. Tritton's proposal the

banks would collectively form a gold fund of ;i 5,000,000,

at a cost to themselves of ^"450,000. Under Mr. Cole's

proposal, however, for the banks to increase their balances

at the Bank of England by the sum of ^15,000,000, the

extra gold held in the country would only be increased by

the sum of .6,750,000 (according to the proportion of the

reserve held to public liabilities, which has been 45 per

cent, on an average for the last twenty years), while the

Bank would make a considerable profit from the remainder

of the increased balances a profit earned entirely at the

expense of the banks.

It was also pointed out that the requisite gold could be

acquired by offering a slightly higher price for it, thus

retaining imports of the metal which would otherwise be

bought up by exporters. Finally, it was stated by one

speaker of eminence in the banking world, that in his

opinion the matter was not one for the banks to deal with

alone, the additional gold not being required for the sole



APPENDIX 177

benefit of the banks, but for the security of the community
at large.

The matter here rests for the present, but when it has to

be settled, as doubtless it must at some time, the ideas and

suggestions contained in these discussions will probably

become of importance.
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Wilson (Ernest H.). A NATURALIST INWESTERN CHINA. Illustrated. Second
Edition. * Vols. Demy 8w. 1 10*. net.

Wood (Sir Evelyn). FROM MIDSHIP-
MAN TO FIELD-MARSHAL. Illus-
trated. Fifth Edition. Demy Sew. xju. 6d,
net.

THE REVOLT IN HINDUSTAN (1857.
59). Illustrated. Second Edition, Cr. Bz*.

is. 6J, nee.

Wood (Lieut W. B.) and Edmonds (Col,
J. B.). A HISTORY OF THE CIVIL
WAR IN THE UNITED STATES
(1861-65). With an Introduction by SPENSER
WILKINSON. With 24 Maps and Plans,
Third Edition. Demy Ivo. 15*. net.

Wordsworth (W.). POEMS. With aa
Introduction and Notes by NOWELL C.
SMITH. Three Volumes. DemyKoe. igj.
net.

Yeats (W. B.)* A BOOK OF IRISH
VERSE. Third Edition. Cr. few. 6s. net.
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PART II. A SELECTION OF SERIES

Ancient Cities

General Editor, SIR B. C. A. WINDLE

Cr. &vo. 6s. net ach volume

With Illustrations by E. H. NEW, and other Artists

BRISTOL. Alfred Harvey.

CANTERBURY. J. C. Cox.

CHESTER. Sir B. C. A. Windle.

DUBLIN. S. A. O. Fitzpatrick.

EDINBURGH. M. G. Williamson.

LINCOLN. E. Mansel Sympson.

SHREWSBURY. T. Auden.

WELLS and GLASTONBURV. T. 5. Holmes.

The Antiquary's Books

General Editor, J. CHARLES COX

Demy 800, IDS. 6d. net each volume

With Numerous Illustrations

ANCIENT PAINTED GLASS IN ENGLAND.
Philip Nelson.

ARCH/BOLOGY AND FALSE ANTIQUITIES.
R. Munro.

BELLS OF ENGLAND, THE. Canon J. J.
Raven. Second Edition.

BRASSES OF ENGLAND, THE, Herbert W.
Macklin. Third Edition.

ENGLISH COSTUME. From Prehistoric Times
to the End of the Eighteenth Century.
George Clinch.

ENGLISH MONASTIC LIFE. Cardinal Gasquet,
Fourth Edition.

ENGLISH SEALS. J. Harvey Bloom.

FOLK-LORE AS AN HISTORICAL SCIENCE.
Sir G. L. Gommt.

GILDS AN COMYAKIKS or LONDON, THE.
George Unwia.CASTLES A;*D WALLED TOWNS OF ENGLAND,

THE. A. Harvey.
|
HBRMITS AND ANCHOEITES OF ENGLAND,

CELTIC ART IN PAGAN AND CHRISTIAN i
THE. Rofeha Mary Clay.

TIMES. J. Romilly Allen. Second Edition, !

MANOR ANO MANORIAL RECORDS, THE.

CHURCHWARDENS' ACCOUNTS. J. C. Cox. Nathaniel J. Hone. Second Edition,

DOMESDAY INQUEST, THE, Adolphus Ballard.
MEDIAEVAL HOSPITALS OF ENGLAND, THE.
Rotha Mary Clay.

ENGLISH CHURCH FURNITURE. J. C. Cox : OLD ENGLISH INSTRUMENTS OF Music.
fc4 A. Harvey. Seftttd E&ti**. i F, W. Gal|B. S&wtui Ediii**.



GBNBRAL LITERATURE

The &&iqoa?y'8 Books wntinued

OLD ENGLISH LIBRARIES. Ernest A. Savage.

OLD SERVICE BOOKS or THE ENGLISH
CHURCH. Christopher Wordsworth, and

Henry Littlehales. Second Edition.

PARISH LIFE m MEDIAEVAL ENGLAND.
Cardinal Gasquet. Fourth Edition.

PARISH REGISTERS OF ENGLAND, THE.

J.C. Cox.

REMAINS OF TKS PREHISTORIC AGE ifc

ENGLAND. Sir B. C. A. Windle. Second
Edition.

ROMAN ERA IN BRITAIN, THE. J. Ward.

ROMANO-BRITISH BUILDINGS AND EARTH-
WORKS, J. Ward.

ROYAI. FORESTS OF ENGLAND, THE. J. C.
Cox.

SCHOOLS OF MEDIEVAL ENGLAND, THEL
A. F. Leach. Second Edition.

SHRINES OF BRITISH SAINTS. J. C. Wall.

The Arden Shakespeare
General Editor~R. H. CASE '

Demy %vo, 6s. net each volume

An edition of Shakespeare in Single Plays ; each edited with a full Introduction,
Textual Notes, and a Commentary at the foot of the page

MACBETK. Second Edition.

MEASURE FOR MEASURE.
MERCHANT OF VENICE, THE. Fourth Edition,

MBRRV WIVES OF WINDSOR, THE,
MIDSUMMER NIGHT'S DREAM, A.

OTHELLO. Second Edition.

PERICLES.

ROMEO AND JULIET. Stccnd Edition,

SONNETS AND A LOVER'S COMPLAINT,
TAMING OF THB SHRKW, THE.

TEMPEST, THE. Second Edition,

TIMON OF ATHENS.
TITUS AVUUONICOS.
TROU.US AND CRESSIDA.
TWELFTH NIGHT. Tkird Edition.

Two GENTLEMEN OF VERONA, THE.
VENUS AND ADONIS.

WINTER'S TALB, TH.

ALL'S WELL THAT ENDS WELL,
ANTONY AND CLEOPATRA. Third Edition.

As Yow LIKE IT.

CYMBBLINE. Second Edition.

COMEDY OF ERRORS, THE.
HAMLET. Fourth Edition.

JULIUS CASSAK. Second Edition.

PT. i.

Second Edition.

PT. i

PT. ii.

PT. in

KING HF.NRY iv.

KING HENRY v.

KING HENRY vi.

KING HKNRY vi.

KING HENRY vi.

KING HENRY vin.

KING LEAR. Second Edition.

KINO RICHARD n.

KING RICHARD in. Second Edition.

LIFE AXD DEATH OP KING JOHN, THB.
LOVE'S LABOUR'S LOST. Second Edition.

Classios of Art

Edited by DR. J. H. W. LAING
With numerous Illustrations* Wide Royal Sw

ART OF THE GREEKS, THE. H. B. Walters.

is*, net.

ART OF THE ROMANS, THE. H. B. Walters.
iGj. net.

H. E. A. Fnrst. 15*. t*t.

DONATELLO. Maud Cruttwdl. i6j. net.
FLORENTINB SCULPTORS OF THE RENAIS-
SANCE. Wilhelm Bode. Translated by
Jessie Haynes. 15*. net.

GEORGE ROMNEY. Arthur B. Chamberlain,
15*. net.
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Classics of Apt continued

GHIRLANDAIO. Gerald S. Davier. Stcond
Edition, 15*. net.

LAV, SUNCK, Sir Walter Armstrong. 25.1. ntt<

MICHELANGELO. Gerald S. Davies. 154.
net.

RAPHAEL. A. P. Opp. 15*. net,

REMBRANDT'S ETCHINGS. A. M. Hind.
Two Volumes. *$s. net.

RUBENS. Edward Dillon. 301. ntL

TINTORETTO. Evelyn March Phillipps. i6j,

ntt.

TITL&M. Charles Ricketts. i6j. ntt.

TURNER'S SKETCHES AND DRAWINGS. A. J.

Ftnberg. Stcond Edition. 15*. net.

I VELAZQUEZ. A. de Beruete. 15*. net

The 'Complete
1

Series

Fully Illustrated. Demy 8tt?

COMPLETE AMATEUR BOXER, THE. J. G.
Eohue Lynch. i<u. 64. <*.

COMPLETE ASSOCIATION FOOTBALLER, THE.
B. S. Evers and C. E. Hughes-Davies.
xot. 6d. net.

COMPLETE ATHLETIC TRAINER, THE, S. A.
Massabini. iot.6d.net.

COMPLETE BILLIARD PLAYER, THE. Chariot
Roberts, isu. 6d. net.

COMPLETE COOK, THE. Lilian Whitling.
TO*. 6d. net.

COMPLETE CRICKETER, THE. Albert E,
KNIGHT. Second Edition. IDS. dd. net.

COMPLETE FOXHUNTBR, THE. Charles Rich-
ardson. Second Edition. 16*. net.

COMPLETE GOLFER, THE. Harry Vardoa.

Fifteenth Edition^ Revised. iz.r. 6d. net.

COMPLETE HOCKEY-PLATER, THE. Eustace
E. White. Second Edition, iw. 6d. net.

COMPLETE HORSEMAN, THE. W. Scarth
Dixoe. Sectn4 Edition, vu, 6d. net.

COMPLETE JUJITSOAN, THE. W. H. Garrad.

S*. net.

COMPI.HTF LAWN TENNIS PLAYER, THE.
A. Wallis Myers. Fourth Edition, iw. &
net.

COMPLETE MOTORIST, THE. Filson Young
and W. G. Aston. Revised Edition.

J

xof. 6d. net.

COMPLETE MOUNTAINEER, THE. G. D.
Abraham. Second Edition. 16;. net.

COMPLETE OARSMAN, THE. R. C. Lehmann,
i2j. 6d. net.

COMPLETE PHOTOGRAPHER, THE. R. Child

Bayley. Fifth Edition, Revised. i. 6d.
net.

COMPLETE RUGBY FOOTBALLER, ON THE NEW
ZEALAND SYSTEM, THE. D. Gallaher and
W. J. Stead. Second Edition, \zs.6d.net.

COMPLETE SHOT, THE. G. T. Teasdale-
Buckell. Third Edition, i6s.net.

COMPLETE SWIMMER, THE. F. Sachs. TO*.

6d. net.

COMPLETE YACHTSMAN, THE. B. Heckstail-
Smith and E. da Boulay. Second Edition.
Revised. i6s. nut.

The Connoisseur's Library

With numerous Illustrations, Wide Royal Sva. 2$s. net each volume

ENGLISH COLOURED BOOKS. Martin Hardie.

ENGLISH FURNITURE. F. S. Robinson.
Second Edition.

ETCHINGS. Sir F. Wedmore. Second Edition.

EUROPEAN ENAMSLS. Henry H. Cunyng-
hame.

FINE BOOKS. A. W. Pollard.

GLASS. Edward Dillon.

GOLDSMITHS' AND SILVERSMITHS' WORK.
Nelson Dawson. Second Edition.

ILLUMINATED MANUSCRIPTS, J. A. Herbert
Second Edition.

IVORIES. Alfred Maske!L

JEWELLERY. H. Clifford Smith. Second
Edition.

MEZZOTINTS. Cyril Davenport.

MiNiATUttES. Dudley Heath.

PORCELAIN. Edward Dillon.

SEALS. Walter de Gray Birch.

WOOD SCULPTURK. Alfred MaskelL
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Handbooks of English Church History

Edited by J. H. BURN. Crown 8tv, 5*. net each vohtmt

REFORMATION PERIOD, THE. Henry Gee.FOUNDATIONS OF THK ENGLISH CHURCH, THE.

J. H. Maude.

SAXON CHURCH AND THE NORMAN CONQUEST,
THE, C. T. Cruttwell.

MEDIAEVAL CHURCH AND THE PAPACY, THE.
A. C. Jennings.

STRUGGLK WITH PURITANISM, THE. Bruce
Blaxland.

CHURCH OF ENGLAND IN THS EIGHTEENTH
CENTURY, THE. Alfred Plummet.

Handbooks of Theology

Demy 8zv

DOCTRINE OF THE INCARNATION, THE. R. L.

Ottley. Fifth Edition. 15*. tut.

HISTORY or EARLY CHRISTIAN DOCTRINE, A.

J. F. Bethane-Baker. 15*. net.

INTRODUCTION TO THE HISTORY OF RELIGION,
AN. F. B. Jevons. Seventh Edition, izj. 6d.

nei.

INTRODUCTION TO THE HISTORY OF THE
CREEDS, AN. A. E. Burn. its. 6d.

net.

PHILOSOPHY OF RELIGION IN ENGLAND AND
AMERICA, THE. Alfred Caldecott. 12*. 6d.
net.

XXXIX ARTICLES OF THE CHURCH OF ENG-
LAND, THE. Edited by E. C. S. Gibson.
Ninth Edition. 15*. net.

Health Series

Fcap. Svo.

BABY, THE, Arthur Sacmden.

CARE OF THE BODY, THE. F. Cavanagh.
CARE OF THE TEBTH, THB. A. T. Pitts.

EYES OF OUR CHILDREN, THB. N. Bishop
Harman.

HEALTH FOR THE MIDDLE-AGED. Seymour
Taylor. Third Edition.

HEALTH OF A WOMAN, THE. R. Murray
Leslie.

HEALTH OF THE SKIN, THB. George Fernet.

2J. net

How TO LIVE LONG. J. Walter Carr.

PREVENTION OF THE COMMON COLD. THE.
O. K. Williamson.

STAYING THB PLAGUE. N. Bishop Harman.
THROAT AND EAR TROUBLES. Macleod

Yearsley. Third Edition.

TUBERCULOSIS, dive Riviere.

HEALTH OF THB CHILD, THE. O. Hilton.
Second Edition, aj. net.

The 'Home Life' Series

Illustrated, Demy Svo.

HOME LIFE IN AMERICA. Katherine G.

Busbey. Second Edition. 12*. 6d. net.

HOME LIFE IN CHINA. I. Taylor Headland.
12*. <x/. net.

HOME LIFE IN FRANCE. Miss Betham
Edwards. Sixth Edition. ?s. 6d. net.

HOME LIFE IN GERMANY. Mrs. A. Sidgwick.
Third Edition. 12. 6d. net.

HOME LIFE IN HOLLAND. D. S. Meldrum.
Second Edition. i. (td. net.

! HOME LIFB IN ITALY, Lina Duff Gordon
Third Edition, ias.6d.net.

HOME LIFE IN NORWAY. H. K. Daniels.
Sectnd Edition, iw. 6d. net.

HOME LIFE IN SPAIN. S. L. Bensusan-
Second Edition. iar. 6d. net.

BALKAN HOME LIFE. Lucy M- J. Garnett.
i*j. M. net.
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Leaders of Religion

Edited by H. C. BEECHING, With Portraits

Crown 8w. 35. net each volume

JoHNlCEBLE. Walter Lock. Stvsnth Edition.

JOHN KNOX. F. MacCunn. Second Edition.

JOHN WESLKY. J. H. Overton.

AUGUSTINE OF CANTERBURY. E. L. Cutts.

BISHOF BUTLKB. W. A. Spoonex ,

BISHOP WILBERFORCK. G. W. Daniell.

A. W. Hutton. SecondCARDINAL MANNING.
Edition.

CARDINAL NEWMAN. R. H. Hntton.

CHARLES SIMEON. H. C. G. Moule.

GEORGE Fox, THE QUAKER. T. Hodgkin.
Third. Edition.

JOHN DONNH. Augustas Jessop,

JOHN HOWE. R. F. Horton.

LANCELOT ANDREWEK. R. L. Ottley. Second
Edition.

LATIMER. R. M. and A. J. Carlyle.

Mrs. OHphant SecondTHOMAS CHALMERS.
Edition.

THOMAS CRANMBR. A. J. Mason.

THOMAS KEN. F. A. Clarke.

WILLIAM LAUD. W. H. Hutton. Fourth.
Edition.

The Library of Devotion

With Introductions and (where necessary) Notes

Stnall Pott Svc, cloth, $s. net;

y. 6d. net

BISHOP WILSON'S SACRA PRIVATA.

BOOK OF DEVOTIONS, A. Second Edition.

CHRISTIAN YEAR, THE. Ftfth Edition.

CONFESSIONS or ST. AUGUSTINE, TH.
Ninth Edition. 3*. M. net.

DAY BOOK FROM THE SAINTS AND FATHERS,
A.

DEATH AND IMMORTALITY.

DEVOTIONS FROM THE APOCRYPHA.

DEVOTIONS OF ST. ANSELM, THK

DEVOTIONS FOR EVERY DAY IN THE WEEK
AND THE GREAT FESTIVALS.

GRACE ABOUNDING TO THK CHIEF OF SIN-

NERS.

GUIDE TO ETERNITY, A.

HORAE MYSTICAE. A Day Book from the

Writings of Mystics of Many Nations.

IMITATION OF CHRIST, THE. Eighth Edition.

INNER WAY, THE. Third Edition.

INTRODUCTION TO THE DEVOUT LIFE, AN.

also some volumes in leather^

each volume

LIGHT, LIFE, and LOVE. A Selection from
the German Mystics.

LITTLE BOOK OF HEAVENLY WISDOM, A
A Selection from the English Mystics.

LYRA APOSTOLICA.

LYRA INNOCKNTIUM. Third Edition.

LYRA SACRA. A Book of Sacred Verse,
Second Edition.

MANUAL OF CONSOLATION FROM THE SAINTS
AND FATHERS, A.

ON THE LOVK OF GOD.

PRECES PRIVATAK.

PSALMS OK DAVID, THE,

SERIOUS CALL TO A DEVOUT AND HOLY
LIFE, A. Fifth Edition.

SONG OF SONG.SJ THB.

SPIRITUAL COMBAT, THE,

SPIRITUAL GUIDE, THE. Third Edition.

TEMPLE, THE. Second Edition.

THOUGHTS OF PASCAL, THE, Second Edition,
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Little Books on Art

With many Illustrations. Demy i6mo. 5*. net ecxk volume

Each volume consists of about 200 pages, and contains from 30 to 40 Illustrations,

including a Frontispiece in Photogravure

ALBRECHT DtfRB*. L. J Alien.

ARTS OF JAPAN, THR. E. Dillon. Third
Edition.

BOOKPLATES. E. Almack.

BOTTICELLI. Mary L. Bonnor.

BURNE-JONRS. F. de Lisle. Third Edition.

CBLLINI. R. H. H. Cust.

CHRISTIAN SYMBOLISM. Mrs. H. Jenner.

CHRIST IK ART. Mrs. H. Jenner.

CLAUDE. E. Dillon.

CONSTABLE. H. W. Tompkins. Second
Edition.

COROT. A. Pollard and E. Birnstingl.

EARLY ENGLISH WATER-COLOUR. C. E.

Hughes.

ENAMELS. Mrs. N, Dawson. Second Edition

FREDERIC LKIGHTON. A. Corkran.

GEORGE ROMNKY. G. Paston.

GREEK ART. H.B.Walters. Fifth Edition.

GKEUZS AND BOUCHER. E. F. Pollard.

HOLBEIN. Mrs. G. Fortescue.

JEWELLERY. C. Davenport. Second Edition.

JOHN HOPPNER. H. P. K. Skipton.

SIR JOSHUA REYNOLDS. J. Sime. Second
Edition.

MILLET. N. Peacock. Second Edition.

MINIATURES. C. Davenport, V.D., F.S.A,
Second Edition.

OUR LADY IN ART. Mrs. H. Jenner.

RAPHAEL. A. R. Dryhurst. Second Edition

RODIN. Muriel Ciolkowska.

TURNER. F. Tyrrell-GilL

VANDYCK. M. G. Smallwood.

VELAZQUEZ. W. Wilberforce and A. R.
Gilbert.

WATTS. R. E. D. Sketchley. Second Edition,

The Little Guides

With many Illustrations by E. H. NEW and other artists, and from photographs

Small Pott Svo. 4*. net each volume

The main features of these Guides are (i) a handy and charming form ; (2) illus-

trations from photographs and by well-known artists ; (3) good plans and maps ;

(4) an adequate but compact presentation of everything that is interesting in the

natural features, history, archaeology, and architecture of the town or district treated.

COLLEGES. J. Wells,CAMBRIDGE AND ITS COLLEGES. A. H.
Thompson. Fourth Edition, Revised.

CHANNEL ISLANDS, THE. E. E. Bicknell.

ENGLISH LAKES, THE. F. G. Brabant.

ISLE or WIGHT, THE. G. Clinch.

LONDON. G. Clinch.

MALVERN COUNTRY, THE. SirB.C.A.Windle.
Second Edition.

NORTH WALKS. A. T. Story.

OXFORD AND ITS
Tenth Edition.

ST. PAUL'S CATHEDRAL. G. Clinch.

SHAKESPEARE'S COUNTRY. Sir B. C. A.
Windle. Fifth Edition.

SOUTH WALES. G. W. and J. H. Wade.

TEMPLE, THE. H. H. L. Bellot.

WESTMINSTER ABBEY. G. E. Troutbeck.
Second Edition.
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The Little Ouidei continued

BEDFORDSHIK AND HUNTINGDONSHIRE. H.
W. Macklin.

BERKSHIRE. F. G. Brabant.

BUCKINGHAMSHIRE. E. S. Roscoe. Second
Edition, Revised.

CAMBRIDGESHIRE. J. C. Cox.

CHESHIXE. W. M. Gallichan.

CORNWALL. A. L. Salmon. Second Edition,.

DERBYSHIRE. J. C. Cox. Second Edition.

DEVON. S. Banns-Gould. Fourth Edition.

DORSET. F. R. Heath. Fourth Edition.

DURHAM. J. E. Hodgkin.

ESSEX. J. C. Cox. Second Edition,

GLOUCESTERSHIRE. J. C. Cox. Second
Edition.

HAMPSHIRE. J. C. Cox. Third Edition.

HEREFORDSHIRE. G. W. and J. H. Wade.

HERTFORDSHIRE. H. W. Tompkins.

KENT. J. C. Cox. Second Edition, Re-
written.

KERRY. C. P. Crane. Second Edition.

LEICESTERSHIRE AND RUTLAND. A. Harvey
and V. B. Crowther-Beynon.

LINCOLNSHIRE. J. C. Cox.

MIDDLESEX. J. B. Firth.

MONMOUTHSHIRE. G. W. and J. H. Wade.

NORFOLK. W. A. Dutt. Fourth Edition,
Revised.

NORTHAMPTONSHIRE. W. Dry. Second
Edition, Revised.

NORTHUMBERLAND. J. E. Morris. 5*.
net.

NOTTINGHAMSHIRE. L. Guilford.

OXFORDSHIRE. F. G. Brabaut Second Edition.

SHROPSHIRE. J. E. Auden. Second Edition,

SOMERSET. G. W. and J. H. Wade. Fourth
Edition.

STAFFORDSHIRE. C. Masefie'.d. Second Edi-
tion.

SUFFOLK. W. A. Dutt. Second Edition.

SURREY. J. C Cox. Third Edition, Re-
written.

SUSSEX. F. G. Brabant. Fifth Edition.

WARWICKSHIRE. J. C. Cox.

WILTSHIRE. F. R. Heath. Third Edition.

YORKSHIRE, THE EAST RIDING. J. E.
Morris.

YORKSHIRE, THE NORTH RIDING. J. E.

Morris.

YORKSHIRE, THE WEST RIDING. J. E.
Morris. 5*. net.

BRITTANY. S. Baring-Gould, SecondEdition.

NORMANDY. C. Scndamore. Second Edition.

ROMS. C. G. Ellaby.

SICILY. F. H. Jackson*

The Little Library

With Introduction, Notes, and Photogravure Frontispieces

Small Pott 8vo. Each Volumet cloth, 2s. 6d, net ; also some volumes

in leather at 3;. 6d. net

Anon. A LITTLE BOOK OF ENGLISH
LYRICS. Second Edition. y.$d.net.

Austen (Jane). PRIDE AND PREJU-
DICE. Two Volumes.

NORTHANGER ABBEY.

Bacon (Francis). THE ESSAYS OF
LORD BACON.

Barnett (Annie). A LITTLE BOOK OF
ENGLISH PROSE. Third Edition.

Beckford (William). THE HISTORY OF
THE CALIPH VATHEK.

Blake (William). SELECTIONS FROM
THE WORKS OF WILLIAM BLAKE.

Browning (Robert). SELECTIONS FROM
THE EARLY POEMS OF ROBERT
BROWNING.

Canning (George), SELECTIONS FROM
THE ANTI-JACOBIN : With some later

Poems by GEORGE CANNING.

Cowley (Abraham). THE ESSAYS OF
ABRAHAM COWLEY.
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fhe Little Library continued

Crabbe (George). SELECTIONS FROM
THE POEMS OF GEORGE CRABBE.

Crashaw (Richard). THE ENGLISH
POEMS OF RICHARD CRASHAW.

Dante Allghleri. PURGATORY.
PARADISE.

Barley (George). SELECTIONS FROM
THE POEMS OF GEORGE DARLEY.

Klntflaka (L. W.). EOTHEN. Second
Edition, as. 6ct. net

Locker (P.). LONDON LYRICS.

Marrell (Andrew). THE POEMS OF
ANDREW MARVELL.

Milton (John). THE MINOR POEMS OF
JOHN MILTON.

MoIr(D.M.). MANSIE WAUCH.
Nichols (Bowyer). A LITTLE BOOK OF
ENGLISH SONNETS.

Smith (Horace and James). REJECTED
ADDRESSES.

Bterne (Laurence).
JOURNEY.

A SENTIMENTAL

Tennyson (Alfred, Lord). THE EARLY
POEMS OF ALFRED, LORD TENNY-
SON.

IN MEMORIAM.
THE PRINCESS.
MAUD.

Yaoghan (Henry). THE POEMS OF
HENRY VAUGHAN.

WaterhouM (Elizabeth). A LITTLE
BOOK OF LIFE AND DEATH.
Nineteenth Edition.

Wordsworth (W.). SELECTIONS FROM
THE POZMS OF WILLIAM WORDS-
WORTH.

Wordsworth (W.) and Coleridge (3. T.).

LYRICAL BALLADS. Third Edition.

The Little Quarto Shakespeare

Edited by W. J. CRAIG. With Introductions and Notes

Pott i6mo, 40 Volumes. Leather, price is, gd. net each volume

Miniature Library

Demy $2mo. Leather, 3*. 6d. net each volume

EUPHRANOR : A Dialogue on Youth. Edward I POLONIUS ; or, Wise Saws and Modern In-

FitzGerald. stances. Edward FitzGerald.

THB RUHAIYAT OF OMAR KHAYYAM. Edward FitzGerald. Fifth Edition. Cloth, is. net.

The New Library of Medicine

Edited by C. W. SALEEBY. Demy Svo

AIR AND HEALTH. Ronald C. Macfie. Second
Edition, iw. 6d. net.

CARB OF THB BODY, THE. F. Cavanagh.
Second Edition. los. 6d. net.

CHILDREN OF THE NATION, THE. The Right
Hon. Sir John Gorst. Second Edition.

10*. 6d. net.

DRUGS AND THE DRUG HABIT. H. Sains -

kory. iot. &/. net.

FUNCTIONAL NKRVE DISEASES. A. T. Scho-
field. ioj. 6a. net.

HYGIENE OF Mikn, THE. Sir T. S. Clouston.

Sixth Edition, las. 6d. net.

Sir George Newman.INFANT MORTALITY.
ioj. 6d. net.

PREVKNTION OF TUBERCULOSIS (CONSUMP-
TION), THE. Arthur Newsholme. Second

Edition. i2J. 6d. net.
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BRAHMS.
Edition.

The New Library of Mueie
Edited by ERNEST NEWMAN. Illustrated. Demy Svo. los. &d. net

J. A. Fuller-Maitland. Second I HANDEL. R. A. Streatteild. Second Edition.

\ HUGO WOLF. Ernest Newman.

Oxford Biographies
Illustrated. Fcap. 80*. Each volume, doth, 4*. net;

also some in leather, $j. net

Si WALTER RALEIGH. I. A. Taylor.DANTE ALIGHIBRX.
Edition.

GIROLAMO SAVONAROLA.
Sixth Edition.

JOHK HOWARD. E. C. S. Gibson.

Paget Toynbee. Fifth

E. L. S. Horsburgk,

Nine
Fcap. Svt>.

ACROSS THE BORDER. Beulah Marie Dix.

HONEYMOON, THE. A Comedy in Three Acts.
Arnold Bennett. Third Edition.

GREAT ADVENTURE, THE. A Play of Fancy in

Four Acts. Arnold Bennett. Fourth Edition.
MILESTONES. Arnold Bennett and Edward
Knoblock. Eighth Edition.

IDEAL HUSBAND, AN. Oscar Wilde. Acting
Edition.

CHATHAM. A. S. McDowalL

CANNING. W. Alison Phillip*.

Plays
3J. 6d. net

Edward Knoblock. Third Edi.KISMET.
tion.

TYPHOON. A Play in Four Acts. Melchiot

Lengyel. English Version by Laurence
Irving. Second Edition.

WARE CASE, THE. George Pleydell.

GENERAL POST. J. E. Harold Terry. Second
Edition.

FLYING, Au. ABOUT.

GOLF Do's AND DONT'S.

Edition.

Illustrated.

Gertrude Bacon.

Stancliffe.' Sixth

Sport Series

Fcap. <&vo, 2s* net

GOLFING SWING, THE. Bnraham Hare.
Fourth Edition.

How TO SWIM. H. R. Austin.
WRESTLING. P. Longhurst.

The States of Italy
Edited by E. ARMSTRONG and R. LANGTON DOUGLAS

Illustrated. Demy Svo

MILAN UNDER THE SKORZA, A HISTORY OF. I VERONA, A HISTORY OF. A. M. Allen.

Cecilia M. Ady. i. 6d. net. \ 15*. ttet.

PERUGIA, A HISTORY OF. W. Heywood. 15$. net.

The Westminster Commentaries
General Editor, WALTER LOCK

Demy &v0

ACTS OF THE APOSTLES, THB. R. B. Rack-
ham. Seventh Edition. i6s. net.

AMOS. E. A. Edghill. fc. 6d. net.

CORINTHIANS, I. H. L. Gcudge. Fourth
Edition. 8*. 6d. net.

EXODUS. A. H. M'Neile. Second Edition.

i$s. net.

EZEKIEL. H. A. Redpath. las. 6d. net.

GENESIS. S. R. Driver. Tenth Edition,

i6s. net.

HEBREWS. E. C. Wickham. if. 6d. net.

ISAIAH. G. W. Wade. i6s. net.

JERKMIAM. L. E. Binns. x6.r. net.

Jo. E. C. S. Gibson. Second Edition,
BJ. 6d. net.

PASTORAL EPISTLES, THE. E. F. BROWN.
ir. 6d. net.

PHILIPPIANS, THE. Maurice Jones. 8*. 6d.

net.

ST. JAMES. R. J. Knowling. Second Edi'
tion. 6s. 6d. net.

ST. MATTHEW. P. A. Micklem. icr. net.
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The 'Young' Series

Illustrated. Crown Svo

YOUNG BOTANIST, THE. W. P. Westell and
C. S. Cooper. 6s. -act.

YOUNG CARPENTER, THE. Cyril Hall. 6*.

tut.

YOUNG ELECTRICIAN, THE. Hammond Hall.

Second Edition, 6s. net.

YOUNG ENGINEER, THE. Hammond Hall
Third Edition. 6*. net.

YOUNG NATURALIST, THE. W. P. Westell.

71. 6d. net.

YOUNG ORNITHOLOGIST, THE. W. P. Westell
6s. net.

Methuen's Cheap Library

Fcap. %vo. zs. net

ALL THINGS CONSIDERED. G. K. Chesterton.

BEST OF LAMB, THE. Edited by E. V. Lucas.

BLUE BIRD, THE. Maurice Maeterlinck.

CHARLES DICKENS. G. K. Chesterton.

CHARMIDES, AND OTHER POEMS. Oscar
Wilde.

CHITRAL : The Story of a Minor Siege. Sir

G. S. Robertson.

CUSTOMS OF OLD ENGLAND, THE. F. J.

Snell.

DE PROFUNDIS. Oscar Wilde.

FAMOUS WITS, A BOOK OK. W. Jerrold.

FSOM MIDSHIPMAN TO FIELD-MARSHAL.
Sir Evelyn Wood, F.M., V.C.

HARVEST HOME. E. V. Lucas.

HILLS AND TUX SEA. Hilaire Belloc.

IDEAL HUSBAND, AH. Oscar Wilde.

IMPORTANCE or BEING EARNEST, THF.
Oscar Wilde.

INTENTIONS. Oscar Wilde.

JANE AUSTEN AND HER TIMES. G. E.

MITTON.

JOHN BOYBS, KING OF THE WA-KIKUYU.
John Boyes.

LADY WINDERMERE'S FAN. Oscar Wilde.

LETTERS FROM A SELF-MADE MERCHANT
TO HIS SDK. George Horace Loriraer.

LIFE or JOHW RUSKIN, THB. W. G. Colling-
wood.

LIFE OF ROBERT Lewis STEVENSON, THE.
Graham Balfour.

LITTLE OF EVERYTHING, A. E. V. Lucas.

LORD ARTHUR SAVILE'S CRIME. Oscar Wilde.

LORE OF THE HONEY-BEE, TKK, Tickner

Edwardes.

MAN AND THE UNIVERSE. Sir Oliver Lodge-

MAXY MAODALBNX. Maurice Maeterlinck.

MIRROR OF THE SEA, THE. J. Conrad.

MIXED VINTAGES. E. V. Lucas.

MOOSRN PROBLEMS. Sir Oliver Lodge.
MY CHILDHOOD AND BOYHOOD. Leo Tolstoy.
MY YOUTH. Leo Tolstoy.

OLD COUNTRY LIFB. S. Baring-Gould.
OLD TIME PARSON, THE. P. H. Ditch-

field.

ON EVERYTHING. Hilaire Belloc.

ON NOTHING. Hilaire Belloc.

OSCAR WILDE : A Critical Study. Arthur
Ransome.

PICKED COMPANY, A. Hilaire Belloc.

REASON AND BELIEF. Sir Oliver Lodge.
R. L. S. Francis Watt.

SCIENCE FROM AN EASY CHAIR. Sir Ray
Lankester.

SELECTED POEMS. Oscar Wilde.

SELECTED PROSE. Oscar Wilde.

SHEPHERD s LIFE, A. W. H. Hudson.

SHILLING FOR MY THOUGHTS, A. G. K.
Chesterton.

SOCIAL EVILS AND THEIR REMEDY. Leo
Tolstoy.

SOME LETTERS OF R. L. STEVENSON. Selected

by LJeyd Osbourne.

SUBSTANCE OF FAITH, THE. Sir Oliver

Lodge.

SURVIVAL OF MAN, TKE. Sir Oliver Lodge.
TOWER OF LONDON, THE. R. Davey.
Two ADMIRALS. Admiral John Moresby.
VAILIMA LETTERS. Robert Louis Stevenson.

VARIETY LANE. E. V. Lucas.

VICAR OF MORWENSTOW, THE. S. Baring-
Gould.

WOMAN OF NO IMPORTANCE, A. Oscar
Wilde.
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Books for Travellers

Crown 8w, 8s. 6d. net each

Each volume contains a number of Illustrations in Colour

AVON AND SHAKESPEARE'S COUNTRY, THE.
A. G. Bradley. Second Edition.

BLACK FOREST, A BOOK OF THE. C. E.

Hughes.

CITIES OF LOMBARDY, THE. Edward Hutton.

CITIES OF ROMAGNA AND THE MARCHES,
THE. Edward Hutton.

CITIES OF SPAIN. THE. Edward Hutton.

Fifth Edition.

CITIES OF UMBRIA, THB. Edward Hutton.

Fifth Edition.

FLORENCE AKD NORTHERN TUSCANY, WITH
GENOA. Edward Hutton. Third Edition.

LAND or PARDONS, THE (Brittany). Anatole
Le Braz. Fourth Edition.

LONDON REVISITED. E. V. Lucas. Third
Edition. 8*. 6d\ net.

NAPLES. Arthur H. Norway. Fourth Edi-
tion. 8*. 6d. net.

NAPLES AND SOUTHERN ITALY. Edward
Hutton.

NAPLES RIVIERA, THE.
Seccnd Edition.

NEW FOREST, THE.
Fourth Edition.

H. M. Vaughan.

Horace G. Hutchiuson.

NORWAY AND ITS FJORDS. M. A. Wyllie.

ROME. Edward Hutton. Third Edition.

ROUND ABODT WILTSHIRE. A. G. Bradley.
Third Edition.

SIENA AND SOUTHERN TUSCANY. Edward
Hutton. Second Edition.

SKIRTS OF THE GREAT CITY, THE. Mrs. A.
G. Bell. Stcond Edition.

VENICE AND VENETIA.

WANDERER IN FLORENCE, A.
Sixth Edition,

WANDERER IN PARIS, A.
Thirteenth Edition.

WANDERER IN HOLLAND, A.
Sixteenth Edition.

WANDERER IN LONDON, A.

Eighteenth Edition.

WANDERER IN VENICE, A.
Second Edition.

Edward Hutton.

E. V. Lucas.

E. V. Lucas.

E. V. Lucas.

E. V. Lucas.

E. V. Lucas,

Some Books on Art

ART, ANCIENT AND MEDIEVAL. M. H.

Bulley. Illustrated. Crown too. 7$. 6d.

net.

BRITISH SCHOOL, THE. An Anecdotal Guide
to the British Painters and Paintings in the

National Gallery. E. V. Lucas. Illus-

trated. Fcap. too. 6s. net.

DECORATIVE IRON WORK. From the xith

to the xvmth Century. Charles ffoulkes.

Royal tfo. 2 as. net.

FRANCESCO GUARDI, 1712-1793. G. A.

Simonson. Illustrated. Imperial tfo.

2 2s. net.

ILLUSTRATIONS OF THE BOOK OF JOB.
William Blake. Quarto. i w. net.

ITALIAN SCULPTORS. W. G. Waters. Illus-

trated. Crown toe. 71. 64. net.

OLD PASTE. A. Beresford Ryley. Illustrated,

Royal 4*0. z zs. net.

ONE HUNDRED MASTERPIECES OF SCULPTURE.
With an Introduction by G. F. HilL Illus-

trated. Demy 8zv. izj. 6d. net.

ROYAL ACADEMY LECTURES OK PAINTING.
George Clausen. Illustrated. Crown too.

74. 6d. net.

SAINTS IN ART, THE. Margaret E. Tabor.
Illustrated. Third Edition, Fcf. too.

5*. net.

SCHOOLS <K PAINTING. Mary Inoes. Illus-

trated. Second Edition. Cr. too. Ks.net.

CELTIC ART IN PAGAN AND CHRISTIAN TIMES.
J. R. Allen. Illustrated. Second Edition.

Dtmy 2zw. nw. && nst.
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Some Books on Italy

FLORENCE AND HER TREASURES. H. M.
Vaughan. Illustrated. Fcap. too. 6f. net.

FLORENCE AND THE CITIES OF NORTHERN
TUSCANY, WITH GENOA. Edward Hutton.
Illustrated. Third Edition. Cr. too.

BJ. 6d. net.

LOMBARDY, THE CITIES OF. Edward Hutton.
Illustrated. Cr. too. &r. kd. net.

MILAN UNDER THE SFORZA, A HISTORY OF.

Cecilia M. Ady. Illustrated. Dtmy too.

i2S. 6d. net.

NAPLES : Past and Present. A. H. Norway.'
Illustrated. Fourth Edition. Cr. too.

8i. 6d. net.

NAPLES RIVIERA, Tc^. H. M. Vaughan.
Illustrated. Second Edition. Cr. too.

gj. M. net.

AND SOUTHERN ITALY. E. Hutton.
Illustrated. Cr. 8w. 8-r. 6d. net.

PERUGIA, A HISTORY OF. William Heywood.
Illustrated. Detny too. is*, net.

ROMK. Edward Hutton. Illustrated. Third
Edition. Cr. too. 8.J. 6d. net.

KOMAGNA AND THE MARCHES, THE ClTIES
OF. Edward Hutton. Cr. toe. 8*. 6d,

net.

ROME. C. G. Ellaby. Illustrated. Small
Pott too. 4J. net.

SICILY. F. H. Jackson. Illustrated. Small
Pott too. 4*. **t>

SICILY : The New Winter Resort. Douglas
Sladen. Illustrated. Second Edition. Cr.
800. js. 6d. net.

SIKNA AND SOUTHERN TUSCANY. Edward
Hutton. Illustrated. Second Edition. Cr.
8*0. 8*. 6d. net.

UMBRIA, THE CITIES OF. Edward Hutton.
Illustrated. Fifth Edition. Cr. too.

fe. 6d. tut.

VENICE AND VENETIA. Edward Hutton.
Illustrated. Cr. SE*. Zs. 6d. net.

VENICE ON FOOT. H. A. Douglas. Illus

trmted. Second Edition. Fcap. &vo. 6s. net,

VENICE AND HER TREASURES. H. A.

Douglas. Illustrated. Fcap. too, 6s. net.

VERONA, A HISTORY OF. A. M. Allen,

Illustrated. Demy too. 15*. net.

DANTE ALIGHIBRI : His Life and Works.
Paget Toynbee. Illustrated. Fourth Edi-
tion. Cr. too. 6*. net.

LAKES or NORTHERN ITALY, THE. Richard

Bagot. Illustrated. Second Edition. Fcap.
too. 6s. net.

SAVONAROLA, GIROLAMO. E. L. S. Horsburgh.
Illustrated. Fourth Edition. Cr. too.

6s.net.

SKIES ITALIAN : A Little Breviary for Tra-
vellers in Italy. Ruth S. Phelps. Fcap. too.

KM*.
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PART III. A SELECTION OF WORKS OF FICTION

Ilbanesi (B. Maria). I KNOW A
MAIDEN. Third Edition. Cr. Zoo. js.

net.

THE GLAD HEART. Fifth Edition. Cr.

too. 7.5-. net.

THESE TWAIN.
too. js. net.

Aumonier (Stacy).
Cr. too. i*. net.

OLGA BARDEL.

Bagot (Richard). THE HOUSE OF
SERRAVALLE. Third Edition. Cr.
too. js. net.

Bailey (H. C.). THE SEA CAPTAIN.
Third Edition. Cr. too. js. net.

THE HIGHWAYMAN. Third Edition.
Cr. too. js. net.

THE GAMESTERS. Second Edition. Cr.
too. js. net.

THE YOUNG LOVERS. Stcend Edition.
Cr. too. 7*. net.

Baring - Gould (8.). THE BROOM-
SQUIRE. Illustrated. Fifth Edition. Cr.
too. js. net.

Ban- (Robert). IN THE MIDST OF
ALARMS. Third Edition. Cr. too. 7s.

Hit.

THE COUNTESS TEKLA. Fifth Edition.

Cr. too. js. net.

THE MUTABLE MANY. Third Edition.

Cr. too. js. net.

Begble (Harold). THE CURIOUS AND
DIVERTING ADVENTURES OF SIR
JOHN SPARROW, BART.; OR, THB
PROGRESS or AN OPEN MIND. Second
Edition. Cr. too. 7*. net.

Belloc (H.). EMMANUEL BURDEN,
MERCHANT. Illustrated. Second Edi-
tion. Cr. too. js. net.

Bennett (Arnold). CLAYHANGER.
Twelfth Edition. Cr. too. &s. net.

Fourth Edition. Cr.

Thirteenth Edition. Cr. too.THE CARD.
js. net.

THE REGENT : A FIVE TOWNS STORY OF
ADVKNTURB IN LONDON. Fifth Edition,
Cr. too. js. net.

THE PRICE OF LOVE.
Cr. too. js. net.

Fourth Edition.

Ninth Edition. Cr.

Third

BURIED ALIVE.
too. js. net.

A MAN FROM THE NORTH.
Edition. Cr. too. js. net.

THE MATADOR OF THE FIVE TOWNS.
Second Edition. Cr. too. js. net.

A New

Seventh

WHOM GOD HATH JOINED.
Edition. Cr. Zvo. js. net.

A GREAT MAN: A FROLIC.
Edition. Cr. &vo, js. net.

HILDA LESSWAYS.
Cr, 9vs>. 7*, sw'.

Eighth Edition,

Benson (B. F.). DODO : A DETAIL OF THB
DAY. Stventetnth Edition. Cr. 8<. js.
ntf.

Birmingham (George A.). SPANISH
GOLD. Seventeenth Edition. Cr. Ivo. js.
net.

THE SEARCH PARTY. Tenth Edition.
Cr. Zvo. js. net.

LALAGE'S LOVERS. Third Edition. Cr.
too. js. net.

GOSSAMER. Fourth Edition. Cr. too. js.
net.

THE ISLAND MYSTERY. Second Edi-
tion. Cr. too. js. net.

THE BAD TIMES. Second Edition. Cr.
too jt. net.

Bowen (Marjorie). I WILL MAINTAIN.
Ninth Edition. Cr. too. js. net.

DEFENDER OF THE FAITH. Seventh
Edition. Cr. too. js. net.

WILLIAM, BY THE GRACE OF GOD
n. o. a?w. ?A *
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GOD AND THE KING. Sixth Edition.
Cr. too. js. tut.

PRINCE AND HERETIC. Third Edition.
Cr. too. js. net.

A KNIGHT OF SPAIN. Third Edition.
Cr. too. js. tut.

THE QUEST OF GLORY. Third Edition,
Cr. too. js. net.

THE GOVERNOR OF ENGLAND. Third
Edition. Cr. too. jt. net.

THE CARNIVAL OF FLORENCE. Fijth
Edition. Cr. too. 7*. net.

MR. WASHINGTON. Third Edition. Cr.
too. js. net.

" BECAUSE OF THESE THINGS. . . ."

Third Edition. Cr. toe. 71. net.

THE THIRD ESTATE. Second Edition.
Cr. tof. ys. net.

Burroughs (Edgar Rice). THE RETURN
OF TARZAN. Fcap. too. as. net.

THE BEASTS OF TARZAN. Second
Edition. Cr. too. ts. net.

THE SON OF TARZAN. Cr. too. js. net.

A PRINCESS OF MARS. Cr. too. 5*. net.

Castle (Agnes and Egerton). THE
GOLDEN BARRIER. Third Edition.
Cr. tot. 7*. net.

Conrad (Joseph). A SET OF SIX. Fourth
Edition. Cr. too. js. net.

VICTORY: AM ISLAND TALK. Sixth
Edition*. Cr. too. o*. net.

Conyers (Dorothea). SANDY MARRIED.
Fifth Edition. Cr. too. ft. net.

OLD ANDY. Fourth Edition. Cr. too. jt.
net.

THE BLIGHTING OF BARTRAM. Third
Edition. Cr. too. 79. net.

B. E. N. Cr. too. jt. net.

Corel!! (Marie). A ROMANCE OF TWO
WORLDS, Fhiriy-fifth Edition. Cr. too.

7s. 6d. net.

VENDETTA ; OR, THE STORY OF ONE FOR-
GOTTEN. Thirty-fifth Edition. Cr. too.

8*. net.

fHELMA: A NORWEGIAN PRINCESS.

Fifty-ninth Edition. Cr. too. 6s. 6d. net.

ARDATH: THE STORY OK A DEAD SELF.

Twenty-fourth Edition. Cr. toe, 7*. 6rf,

tut.

THE SOUL OF LILITH. T-weniitth
Edition, Cr. too. js. net.

WORMWOOD: A DRAMA OF PARIS.

Twenty-second Edition. Cr. too. &s. net.

BARABBAS: A DREAM OF THE WORLD'S
TRAGEDY. Fiftieth Edition. Cr. too. 3*.

net.

THE SORROWS OF SATAN. Sixty-thim
Edition. Cr. too. js. net.

THE MASTER-CHRISTIAN. Eighteenth
Edition. iB+tb Tluntsatui. Cr. too.

BJ, 6d. net.

TEMPORAL POWER: A STUDY IN

SUPREMACY. Second Edition. \$oth
Thousand. Cr. too. 6s. net.

GOD'S GOOD MAN: A SIMPLE LOVK
STORY. Twentieth Edition. 159** Thou-
sand. Cr. too. Is. 6a. net.

HOLY ORDERS: THS TRAGEDY OF A
QUIET LII-*. Third Edition. mst
Thts*nd. Cr. too. Is. 6d. net.

THE MIGHTY ATOM, Thirty-sixth
Edition. Cr. too. js. 6d. net.

BOY : A SKETCH. Twentieth Edition. Cr.

too. 6s. net.

CAMEOS. Fifteenth Edition. Cr. too.

6s. net.

THE LIFE EVERLASTING. Eighth Edi
tion. Cr. tot. 6s. 6d. net.

Crockett (8. R.). LOCHINVAR. Illus

trtd. Fifth Edition. Cr. too. js. net.

THE STANDARD BEARER. Stcottd

Edition. Cr. too. js. net.

Doyle (Sir A. Conan). ROUND THE RED
LAMP. Twelfth Edition. Cr. too. jt.

net.

Dndoney (Mri. H.). THIS WAY OUT.
Cr. toe-, js. net.

Fry (B. and C. B.). A MOTHER'S SON.
Fifth Edition Cr. too. js. net.

Harraden (Beatrice). THE GUIDING
THREAD. Second Edition. Cr. too.

js. net.

Hichens (Robert). THE PROPHET OF
BERKELEY SQUARE. Second Edition,

Cr. too. js. net.

TONGUES OF CONSCIENCE. F*

Edition* Cr. too, yt. *et.
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THE HUMAN BOY. With a Frontispiece.
Seventh Edition. Cr. &vo. js. net.

SONS OF THE MORNING. Second Edi-
tion. Cr. 8o<. 7;. net.

THE RIVER. Fourth Edition. Cr.&ve. 7s.

net.

THE AMERICAN PRISONER. Fourth
Edition. Cr. tot. js. net.

DEMETER'S DAUGHTER. Third Edi-
tion, Cr. %vo. is. net.

THE HUMAN BOY AND THE WAR.
Third Edition. Cr.*v. is.net.

Ridge (W. Pett). A SON OF THE
STATE. Third Edition. Cr. to*. 7f.
net.

THE REMINGTON SENTENCE. Third
Edition. Cr. wo. 7;. net.

MADAME PRINCE. Second Edition. Cr.
fa'o. 7s. net.

TOP SPEED. Second Edition. Cr. wo,
js. net.

SPECIAL PERFORMANCES. Cr. wo.
6s. net.

THE BUSTLING HOURS. Cr. to* 7*.
net.

Rohmer (8x). THE DEVIL DOCTOR.
Third Edition. Cr. too. js. net.

THE SI-FAN MYSTERIES. Second Edi-
tion. Cr. 8vo. js. net.

TALES OF SECRET EGYPT. Cr. wo.
6s. net.

THE ORCHARD OF TEARS. Cr. wo.
fa.net.

Swlnnerton (F.). SHOPS AND HOUSES.
Cr. 8rw, 7*, out,

WelU (H. 6.). BEALBY. Fifth Edition,
Cr. 8t*. 7*. net.

Williamson (0. 5. and JL. H.). THE
LIGHTNING CONDUCTOR : THE
STRAKGK ADVENTURES OF A MOTOR CAR.
Illustrated. Twenty-second Edition. Cr.
800. js. net.

THE PRINCESS PASSES: A ROMANCB
OF A MOTOR. Illustrated. Ninth Edition,

Cr. 8s. 74. ntt.

LADY BETTY ACROSS THE WATER,
Nineteenth Edition. Cr. wo. js. net.

SCARLET RUNNER. Illustrated. Fourth
Edition. Cr. Sw, 7*. net.

LORD LOVELAND DISCOVERS
AMERICA. Illustrated. Second Edition.

Cr. 8w. 7s. net.

THE GOLDEN SILENCE. Illustrated.

Eighth Edition. Cr. wo. js. net.

THE GUESTS OF HERCULES. Illus-

trated. Fourth Edition. Cr. tvo. 7*. net,

IT HAPPENED IN EGYPT. Illustrated.

Seventh Edition. Cr. wo. is. net.

A SOLDIER OF THE LEGION. Second
Edition. Cr. tvo. js. net.

THE SHOP GIRL. Cr. too. ft. net.

THE LIGHTNING CONDUCTRESS,
Third Edition. Cr.lvo. Js.net.

SECRET HISTORY. Cr. wo. 7s. net.

THE LOVE PIRATE. Illustrated. Third
Edition. Cr. Zvo. js. net.

Also Cr. Zvo. $t. fxt. net.

CRUCIFIX CORNER. Cr. Bve. 6s. net,

Wilion (Komer). MARTIN SCHULEK.
Cr. to*. ?*. met.

Books for Boys and Girls

Illustrated. Crown Svo. ST. net.

GETTING WELL OF DOROTHY, THK.
W. K. Clifford. 61. tut.

Mrs.
i
MASTER ROCKAKELLAR s VOTAGK. W. Clark

Russell.

GIRL OF THE PEOPLE, A. L. T. Meade.

HONOURABLE Miss, THE. L, T. Meade.

RED GRANGE, THE. Mrs. Moletworth.

THERE WAS ONCE A PRINCE. Mrs.

Mann,



FZCTIOH

Hethuen's Cheap

Fcaf. &vo. is. net.

ABANDONED. W. Clark Rasiell.

ADVENTURES OK DR. WHITTT, THE. George
j

A. Birmingham.

ANGLO-INDIANS, THE. Alice Perrin.

ANNA OF THE FIVE TOWNS. Arnold Bennett.

ANTHONY CUTHBERT. Richard Bagot.

BABES IK THE WOOD, B. M. Croker.

BAD TIMES, THE. George A. Birmingham.

BARBART SHEEP. Robert Hichetu.

BECAUSE or THESE THINGS. . . . Marjorie

Bowen.

BELOVED EHCMT, THE, 1. Maria Albanesi.

BELOW STAIRS. Mrs. Alfred Sidgwick.

BOTOR CHAPERON, THE. C. N. and A. M.
Williamson.

BOY. Marie Coreili.

BRANDED PRINCE, THE. Weatherby Chesney.

BROKEN SHACKLES. John Oxenham.

BROOM SQUIRE, THE. S. Baring-Gould.

BURIED ALIVE. Arnold Bennett.

BYEWAYS, Robert Hichens.

CALL or THE BLOOD, THE. Robert Hichens.

CAMEOS. Marie CorelH.

CARD, THE. Aruold Bennett.

CARISSIMA, THE. Lucas Malet.

CEASE FIRE. J. M. Cobban.

CHANCB. Joseph Conrad.

CHANGS IN THE CABINET, A Hilaire Belloc.

CHINK IN THE A.RMOCR, THE. Mrs, Belloc

Lowndes.

CHRONICLES or A GERMAN TOWN. The

Author of " Mercia in Germany."

COIL OF CARNE, THE. Jobs Oxenham.

CONVERT, THE. Elizabeth Robins.

COUNSEL OF PERFECTION, A. Lucas M Jet.

CROOKED WAT, THE. William Le Quenx.

DAN RUSSBL THE Fox. K, CB. Somerville

and Martin Ross.

DARNELEY PLACE. Richard Bagot.

DEAD MEN TELL NO TALES. E. W. Hor-

nung.

DBMETER'S DAUGHTER. Eden Phillpotts.

DEMON, THE, C. N. and A. M. Williamson.

DESERT TRAIL,, THE. Dane Coolidge.

DEVIL DOCTOR, THE. Sax Rohmer.

DOUBLE LIFE OF MR. ALFRED BURTON,
THE, E. Phillips Oppenheim.

DUKE'S MOTTO, THE. J. H. McCarthy.

EMMANUEL BURDEN. Hilaire Belloc.

END OF HKR HOKEYMOON, THE. Mr*.

Belloc Lowndes.

FAMILY, THE. Elinor Mordaunt.

FIRE IN STUBBLE. Baroness Orczy.

FIREMEN HOT. C. J. CUTCT.IFFE HYNE.

FLOWB* or TUB DUSK. Myrtle Reed,

GATE or THE DESERT, THE. John Oxenham.

GATES or WRATH, THE. Arnold Bennett.

GENTLEMAN ADVENTURER, THE. H. C.

Bailey.

GOLDEN CENTIPEDE, THE. Louise Gerard.

GOLDEN SILENCE, THE. C. N. and A. M.
Williamson.

GOSSAMER. George A. Birmingham.

GOVERNOR or ENGLAND, THE. Marjorie
Bowen.

GREAT LADY, A. Adeline Sergeant.

GREAT MAN, A. Arnold Bennett.

GUARDED FLAMS, THE, W. B. MaxwelL

GUIDING THREAD, THE. Beatrice Harraden.

HALO, THE. Baroness von Hotter,

HAPPY HUNTING GROUND, THE. Alice

Perrin.

HAPPY VALLSY, THE. B. M. Croker.

HEART OF HIS HEATT. E. Maria Albanesi.

HEART OF THR ANCIENT WOOD, THE.
Charles G. D. Roberts.

HEATHER MOON, THE. C. N. and A. M.
Williamson.

HERITAGE OP PKKIL, A. A. W. Marchmont,

HIGHWAYMAN, The. H. C, Bailey.

HILLMAN, THE, E. Phillips Oppenheim.

HILL RISK. W. B. Maxwell.

HOUSE OF SERRAVALLB, THE. Richard
Bagot,

HYENA OF KALLU, THF. Louise Gerard.

ISLAND PRINCRSS, His. W. Clark Rossell,



METHUEN AND COMPANY LIMITED

THE HUMAN BOY. With a Frontispiece.
Seventh Edition, Cr. 8zv. js. Met.

SONS OF THE MORNING. Second Edi-
tion. Cr. too. 75. net.

THE RIVER. Fourth Edition. Cr.toe. 7t.

net.

THE AMERICAN PRISONER. Fourth
Edition. Cr. too. 7*. net.

DEMETER'S DAUGHTER. Third Edi-
tion. Cr. too. js. tut.

THE HUMAN BOY AND THE WAR.
Third Edition. Cr. too. js. net,

Ridge (W. Pett). A SON OF THE
STATE.
net.

Third Edition. Cr. too. 7*.

THE REMINGTON SENTENCE. Third
Edition. Cr. too. js. net.

MADAME PRINCE. Second Edition. Cr.
too. 7s. net.

TOP SPEED. Second Edition. Cr. too.

js. net.

SPECIAL PERFORMANCES. Cr. too.

fa.net.

THE BUSTLING HOURS. Cr. too, 7s.

net.

Rohmer (Sax). THE DEVIL DOCTOR.
Third Edition. Cr. too. js. net.

THE SI-FAN MYSTERIES. Second Edi*
tion. Cr. Bvo. js. net.

TALES OF SECRET EGYPT. Cr. too.

6s. net.

THE ORCHARD OF TEARS. Cr. too.

6s. net.

Swtnnerton (I?.). SHOPS AND HOUSES.
Cr. 8cw. js, ttff.

Well! (H. G.). BEALBY.
Cr. too. js. net.

Fifth

Williamson CO. H. and A. H.). THE
LIGHTNING CONDUCTOR : THB
STRAKGE ADVENTURES OF A MOTOR CAR.
Illustrated. Twenty-second Edition. Cr.
too. js. net.

THE PRINCESS PASSES: A ROMANCE
OF A MOTOR. Illustrated. Ninth Edition,
Cr. to*, js. net.

LADY BETTY ACROSS THE WATER.
Nineteenth Edition. Cr. too. js. net.

SCARLET RUNNER. Illustrated. Fonrik
Edition. Cr. too. js. net.

LORD LOVELAND DISCOVERS
AMERICA. Illustrated. Second Edition.

Cr. too. 7*. net.

THE GOLDEN SILENCE. Illustrated,

Eighth Edition. Cr. too. js. ntt.

THE GUESTS OF HERCULES. Illus-

trated. Fourth Edition. Cr. too. js. net,

IT HAPPENED IN EGYPT. Illustrated.

Seventh. Edition. Cr. too. js. net.

A SOLDIER OF THE LEGION. Second
Edition. Cr. tvo. jf. net.

THE SHOP GIRL. Cr. too. 7*. net.

CONDUCTRESS,
9. fs. net.

SECRET HISTORY. Cr. too. 7*. net.

THE LOVE PIRATE. Illustrated. Third
Edition. Cr. too. js. net.

Alto Cr. too. 3*. 6d. net.

CRUCIFIX CORNER. Cr. too. 6*. net,

WillOD (Komer). MARTIN SCHULER.
Cr. 8. ?*- tut.

THE LIGHTNING
Third Edition. Cr.

Books for Boys and Girls

Illustrated. Crown &vo. 55. net.

GETTING WELL OF DOROTHY, THE. Mrs.

W. K. Clifford. 6s. net.

GIRL OF THE PEOPLE, A. L. T. Meade.

HONOURABLE Miss, THE. L. T. Meade.

MASTER ROCKAKBLLAR'S VOYAGK. W. Clark

Russell.

RED GRANGE, THB, Mrs. Moletworth,

THERE WAS ONCE A PRINCR. Mrs. M. .



FlCTIOH

Mathuea's Cheap NOYS!S

&vo. 2s. net.

ABANDONED. W. Clark Russell.

ADVENTURES or DR. WHITTY, THE. George
A. Birmingham.

ANGLO-INDIANS, THE. Alice Perrin.

ANNA OF THE FIVE TOWNS. Arnold Bennett.

ANTHONY CUTHBERT. Richard Bagot.

BABES IN THE WOOD, B. M. Croker.

BAD TIMES, THE. George A. Birmingham.

BARBART SHEEP. Robert Hichen*.

BECAUSE or THESE THINGS. . . . Marjorie

Bowen.

BELOVEC ENEMY, THE, E. Maria Albaaesi.

BELOW STAIRS. Mrs. Alfred Sidgwick.

BOTOR CHAPEROW, THE. C. N. and A. M.
Williamson.

BOT. Marie CorellL

BRANDED PRINCE, THE. Weatherby Chesney.

BROKEN SHACKLES. John Oxenbam.

BROOM SQUIRE, THE. S. Baring-Gould.

BURIED ALIVE. Arnold Bennett.

BTEWAVS. Robert Hichens.

CALL or THE BLOOD, THE. Robert Hichens.

CAMEOS. Marie CorellL

CARD, THE. Aruold Bennett.

CARISSIMA, THE. Lucas Malet.

CEASE FIRE. J. M. Cobban.

CHANCB. Joseph Conrad.

CHANGS IK THE CABINET, A Hilalre Belloc.

CHINK IN THE \RMOCR, THE. Mrs, Belloc

Lowndes.

CHRONICLES or A GERMAN TOWN. The

Author of
" Mercia in Germany."

COIL or CARNE, THE. John Oxenham.

CONVERT, THE. Elizabeth Robins.

COUNSEL or PERFECTION, A. Lucas M Set.

CROOKED WAV, THE. William Le Queux.

DAN RUSSEL THE Fox. E. CE. Somerville

and Martin Ross.

DARNELEY PLACE, Richard Bagot.

DEAD MEN TELL NO TALES. E. W. Hor-

aung.

DEMETER'S DAUGHTER. Eden Phillpotts.

DEMON, THE. C. N. ind A. M. Williamson.

DESERT TRAIL. THE. Dane Coolidge.

DEVIL DOCTOR, THE. Sax Rohmer.

DOUBLE LIFE or MR. ALFRED BURTON,
THE, E. Phillips Oppenheim.

DUKE'S MOTTO, THE. J. H. McCarthy.

EMMANUEL BURDEN. Hilaire Beiloc.

END OF KBR HONEYMOON, THE. Mrs.

Belloc Lowndes.

FAMILY, THE. Elinor Mordaunt.

FIRE IN STUBBLE. Baroness Orczy.

FIREMEN HOT. C. J. CUTCMFFE HYNB,

FLOWE* or TKU DUSK. Myrtle Reed,

GATE or THX DESERT, THE. John Oxenham,

GATES or WRATH, THE. Arnold Bennett.

GENTLEMAN ADVENTURER, THE. H. C.

Bailey.

GOLDEN CENTIFEDE, THE. Louise Gerard.

GOLDEN SILENCE, THE. C. N. and A. M.
Williamson.

GOSSAMER. George A. Birmingham.

GOVERNOR or ENGLAND, THE. Marjorie
Bowon.

GREAT LADY, A. Adeline Sergeant.

GREAT MAN, A. Arnold Bennett.

GUARDED FLAME, THE. W. B. Maxwell

GUIDING THREAD, THE. Beatrice Harraden.

HALO, THE. Baroness von Hatter,

HAPPY HUNTING GROUND, THE. Alice

Perrin.

HAPPY VALLBY, THE. B. M. Croker.

HEART or HIS HEAST. E. Maria Albanesi.

HEART or THE ANCIENT WOOD, THE.
Charles G. D. Roberts.

HEATHER MOON, THE. C. N. and A. M.
Williamson.

HERITAGE o* PRKIL, A. A. W. Marchmont,

HIGHWAYMAN, The. H. C. Bailey.

HILLMAN, THE. E. Phillips Oppenheim.

HILL RISK. W. B. Maxwell.

HOUSE or SERRAVALLE, THF. Richard

Bagot.

HYENA or KALLU, THE. Louise Gerard.

ISLAND PRINCESS, His W. Clark Russell,



METHUBH AND COMPANY LIMITED

Mothuen's Cheap Novell continued.

JANE. Marie CorellL

JOHANNA. B. M. Croker.

JOSEPH. Frank Danby.

JOSHUA DAVIDSON, COMMUNIST. E. Lynn
Linton.

Joss, THE. Richard Marsh.

KINSMAN, THE. Mrs. Alfred Sidgwick.

KNIGHT OF SPAIN, A Marjorie Bowen.

LADY BETTY ACROSS THB WATER. C. N.
and A. M. Williamson,

LALAGB'S LOVERS. George A. Birmingham.

LANTERN BEARERS, THE. Mrs. Alfred Sidg-
wick.

LAURISTONS. John Oxenham.

LAVENDER AND OLD LACE. Myrtle Reed.

LIGHT FREIGHTS. W. W. Jacobs.

LODGER, THE. Mrs. Belloc Lowndes.

LONG ROAD, THE. John Oxenham.

LOVE AND LOUISA. . Maria Albanesi.

LOVE PIRATE, THE, C N. and A. M.
Williamson.

MARY ALL-ALONE. John Oxenham.

MASTER OF THE VINEYARD. Myrtle Reed.

MASTER'S VIOLIN, THE. Myrtle Reed.

MAX CARRADOS. Ernest Bramah.

MAYOR OF TROY, THE. "
Q."

MHSS DECK, THE. W. F. Shannon.

MIGHTY ATOM, THE. Marie Corelli.

MIRAGE. E. Temple Thurston.

MISSING DELORA, THE. E. Phillips Oppen-
heim.

MR. GREX OF MONTB CARLO. E, Phillips

Oppenheim.

MR. WASHINGTON. Marjorie Bowen.

MRS. MAXON PROTESTS. Anthony Hope.

MRS. PETER HOWARD. Mary E. Mann.

MY DANISH SWEETHEART. W. Clark
Russell.

MY FRIEND THE CHAUFFEUR. C. N. and
A, M. Williamson.

MY HUSBAND AND I. Leo Tolstoy.

MY LADY OF SHADOWS. John Oxenham.

MYSTERY OF DR. FU-MANCHU, THE. Sax
Rohmer.

MYSTERY OF THE GREEN HBART, THE.
Max Pemberton.

MINK DAYS' WONDE*, A- B. U. Croker.
|

NINE TO S-TKITT. W. Pett Ridge.
OCEAN SLEUTH, THE. Maurice Drake.

OLD ROSB AND SILVER. Myrtle Reed.

PATHS OF THE PRUDENT, THE. J. S. Fletcher,

PATHWAY OF THB PIONEER, THK, Dolf

Wyllarde.

PEGGY OF THE BARTONS. B, M. Croker.

PEOPLE'S MAN, A. E. Phillips Oppenheim,
PETER AND JANE. S. Macnaughtan.
POMP OF THE LAVILETTES, THE. Sir Gilbert

Parker.

QUEST OF GLORY, THE. Marjorie Bowen.

QUEST OF THE GOLDEN ROSB, THE. John
Oxenham,

REGENT, THE. Arnold Bennett.

REMINGTON SKNTENCH, TUB. W. Pett

Ridge.

REST CURE, THB, W. B. Maxwell,

RETURN 01? TARZAN, THF. Edgar Rice

Burroughs.

ROUND THB RED LAMP. Sir A. Conan Doyle.

ROYAL GEORGIE. S. Baring-Gould.

SA!D, THB FISHERMAN. Marmaduke Pick-
thalL

SALLY. Dorothea Conyers.

SALVING OF A DERELICT, THE. Maurice
Drake.

SANDY MARRIED. Dorothea Conyers,

SBA CAPTAIN, THE. H. C. Bailey.

SEA LADY, THE. H. G. Wells.

SEARCH PARTY, THE. George A. Birmingham.
SECRET AGENT, THE. Joseph Conrad.

SECRET HISTORY. C. N. and A. M. William-
son.

SECRET WOMAN, THE. Eden Phillpotts,

SET IN SILVER. C. N. and A. M. William-
son.

SEVASTOPOL, AND OTHKK STORIES. Leo
Tolstoy.

SEVRRINS, THP, Mrs, Alfred Sidgwick.

SHORT CRUISES. W. W. Jacobs.

SI-FAN MYSTERIES, THE. Sax Rohmer.

SPANISH GOLD. George A. Birmingham.
SPINNER IN THE SUN, A. Myrtle Reed.

STREET CALLED STRAIGHT, THE. Basil

King.

SUPREME CRIME, THE. Dorothea Gerard.

TALES OF MEAN STREETS. Arthur Morrison.

TARZAH OF THE APES. Edgar Ric Bur-

roughs.
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TERESA OF WATLING STREET. Arnold

Bennett.

THERE WAS A CROOKED MAX. DolfWyllarde.

TYRANT, THE. Mrs. Henry de la Pasture.

UNUKK WESTERN EYES, Joseph Conrad,

UNOFFICIAL HONEYMOON, THE. Dolf !

Wyllarde.

VALLEY OP THE SHADOW, THE. William
Le Queux.

VIRGINIA PERFECT. Peggy Webling.

WALLET OF KAI LUNG. Ernest Bramah.

WAR WEDDING, THE. C. N. and A. M
Williamson.

WARE CASE, THE. George Pleydell.

WAY HOMB, THE. Basil King.

WAY OF THBSK WOMEN, THE. E. Phillips

Oppenheim.

WEAVER OF DREAMS, A. Myrtle R^d.

WEAVER OF WEBS, A. John Oxenham.

WBDDING DAY, THE. C. N. and A. M.

Williamson.

WHITE FANG. Jack London.

WILD OLIVE, THE. Basil King.

WILLIAM, BY THE GRACE OK GOD. Marjorie
Bowen.

WOMAN WITH THE FAN, THE. Robert

Hicbens.

WO2. Maurice Drake.

WONDER OF LOVE, THE, F.. Maria Albanesi.

YELLOW CLAW, THR, Sax Rohmer.

YELLOW DIAMOND, THE. Adeline Sergeant.

Methuen's One and Threepenny Novels

Fcap. 800. is. 3^. net

BARBARA REBELL. Mrs. Belloc Lowndes.

BY STROKE OF SWORD. Andrew Balfour.

VAUGHAN, NOVELIST. EdnaDERRICK

Lyall.

HOUSE OF WHISPERS, THE. William Le

Queux.

INCA'S TREASURE, THE E. Glanvilie,

KATHERINE THE AUROGANT. Mrs. B. M.
Croker.

MOTHER'S SON, A. B. and C. B. Fry.

PROFIT AND Loss. John Oxtnham.

RED DERELICT, THE. Bertram Mitford.

SIGN OP THK SPIDKK, THE. Bertram Mitford.

17/6/19.
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